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A Banker's Diary 


THE rise in bank deposits goes on—and deserves rather closer scrutiny than it 
has yet received. Despite the large reduction in the rate of Government 
spending, and the corresponding decline in the Exchequer 
Bank deficit, “‘true’’ deposits have risen by nearly £290 millions in 
Deposits _ the first seven months of this year. This is barely £25 millions 
and the _less than the comparable increase in 1945, twice that for 1944 
Deficit and more than five times that for 1943. During the war we 
grew so accustomed to progressive expansion that large 
movements now pass almost unnoticed. The war-time growth was readily 
understood and no less readily recognised as inevitable. The banks in effect 
were financing whatever portion of Government requirements was not financed 
by the public. In principle, the process now is similar, but there are subtle 
differences in its implications. The crux of the matter is that the steep decline 
in the visible requirements of the Government—those disclosed in the 
Exchequer return—has produced no perceptible slackening in the rate of 
deposit expansion. This disparity between the movement of the deficit and 
of deposits is commonly explained by asserting that “ savings ”’, conventionally 
so-called, have fallen even faster than the deficit. But this is an incomplete 
and superficial approach, for the disparity has been marked even at times 
when sales of savings securities have been large. 

Consider the first four months of the financial year, a period embracing 
not only the whole course of the Savings Bond “tap” but also the public 
stampede for the last of the 3 per cent. Defence Bonds and 1 per cent. Tax 
Reserve Certificates. In these four months, to end-July, true bank deposits 
rose by £354 millions, or by almost exactly the same amount as in April/July, 
1945. Yet the “ ordinary ”’ deficit over this period dropped by no less than 
£600 millions, and even if all “‘ below-line ’’ expenditure is included, the decline 
is fully £450 millions. Of this gain, possibly £35 millions is offset by the loss 
of finance, compared with 1945, through the shrinkage of new deposits in 
Savings Banks ; making a net reduction of, say, £420 millions in the amount 
to be financed by sales of securities of one kind or another. But sales of 
securities (excluding floating debt) fell by nothing approaching this sum, 
even if the amounts absorbed directly or indirectly by the banks are excluded, 
as they should be in this context. Total net sales, including Tax Reserve 
Certificates, were actually {50 millions more than in the similar period of 1945, 
while the amount required for debt redemption was some £55 millions less— 
a net improvement of £105 millions. Allowing for the additional amount 
financed by the banks, the net total placed with other subscribers declined— 
but by less than {100 millions. In other words, the balance between the 
finance provided and the finance ostensibly required, other than through the 
banks, was some £300 millions more favourable than in the same four months 
of 1945: yet bank deposits rose by the same amount in both years. 

With so many cross-factors in the credit equation, some of them hidden, 
it would be foolish to pushthe argument to quantitative results. But, given the 
virtual certainty that changes in the volume of effective external finance could 
not explain so great a disparity, the general conclusion seems plain. The Govern- 
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ment in this period has required substantial finance for purposes not apparent 
from the Exchequer return—and this can only be for the absorption of its own 
securities. In other words, the public’s net demand for gilt-edged securities, 
instead of cash, must have been appreciably smaller than the published figures 
show. It may be that industrial sales of investments for the finance of re- 
conversion have been larger than is popularly supposed. Or some people, 
in view of the reduced level of interest rates, may be positively seeking liquidity. 
It is impossible to know how much less pressure the banks would have faced 
if Mr. Dalton had not launched bis cheaper money drive. But it is quite 
clear that their “ deficit financing ”’ is taking on a new character. It now 
embraces not only the uncovered Government deficit as such, but also any 
shortfall in public demand for the securities released to finance re-conversion— 
or even consumption spending. If there is such a shortfall, the Government 
in the first instance must make it good, or cheap money will be endangered. 
And the Government, in its turn, must finance itself through the banks. 


Tuus are private demands for finance joined to the recognized Government 
demands as generators of new deposits, and the rate of expansion of which 
perforce loses touch with the movements of the Government 

Investments deficit as such. The July clearing bank statement, however, 


Still showed a slightly smaller expansion than in July, 1945 (if 
Rising fluctuations in items in course are excluded), partly in con- 
sequence of a moderate recession in advances after their record 

rise in June. Money market assets, similarly, were rather lower. But the 


ccak ‘tikes movement was the further increase in the investment portfolio— 
striking because it followed a long-sustained and rapid growth culminating in 
June’s {60 million leap. The detailed changes, both on the month and the 
year, are shown in the following table 


July, Change on 
1946 Month Year 
#m £m. fm 
Deposits ‘ ‘ ; 5112.6 + 67.4 + 204.1 
Net Deposits* ° ° ° e- 4949-3 + 88.2 66.6 
Cash . ; : ea 532.1 (ro.4r%§) + 68.5 32.0 
Money Market Asset ; . 826.3 (16.2%) 15.1 145.0 
Call Money F 304.7 6.0°.,) 10.7 107.1 
Discounts . ; ; ; ‘ 521.60 (10.2‘/) 4-4 349-9 
Treasur\ Deposit Receipt I361.5 27.I° ) 79.5 O12.5 
ly in blus Advance , , 7 2283.3 (44.7%) + 18.8 402.5 
Investments ‘ 1406.0 27.5%) 24.3 283.4 
Advance : i ; i O77.3 (27.2%) 5-5 119.1 
* Excluding items in course of collection. 


§ Ratios of assets to publish 1 deposits 


THE banks’ holdings of Treasury deposit receipts in July showed their first 
substantial rise since the big downward movement began last autumn. But the 
August statement will show a further, and even larger, ex- 

Floating pansion, for the Treasury relied almost wholly upon this 
Debt instrument to finance the repayment, in mid-August, of the 
Policy £163 millions of unconverted National War Bonds, 1946/48. 

In the week beginning August 12, the T.D.R. issue was raised 

to {170 millions, involving a net call, allowing for effective maturities, of 
just over {100 millions. This was easily the largest call on record, and brought 








parent 
ts own 
urities, 
figures 
of re- 
deople, 
uidity, 
> faced 
. quite 
t now 
<0 any 
sion— 
nment 
gered. 


nment 
which 
iment 
vever, 
45 (if 
} con- 
-ecord 
it the 
olio— 
ing in 
d the 


first 
t the 
€x- 
this 
f the 
6/48. 
ised 
5, of 


ucht 








4A BANKER’S DIARY 123 





the total net borrowings on T.D.R.’s up to no less than £195 millions in four 
weeks. 

It is perhaps not surprising that in some quarters this heavy recourse to 
T.D.R.’s was taken to imply an abrupt change in the recent official policy of 
shifting the emphasis of floating debt finance from T.D.R.’s to bills. There is, 
however, no foundation for this view. The latest T.D.R. tactics are entirely 
consistent with the practice of the past six months. The issue of tender 
bills has been stepped up to a level which is, for the present at least, adequate 
if not ample for the needs of the banks. This was obviously the whole object 
of the change in official policy early in the year ; there was plainly no intention 
yet to make the bill issue the flexible portion of the floating debt. Hence 
the T.D.R. issue still feels the impact of the ups and downs of Treasury require- 
ments from week to week, and on this occasion it was necessarily raised by the 
redemption of the maturing Bonds just as it was reduced a few weeks earlier 
by the flow of funds into tap securities. 


THE past month has been an eventful one for the silver market. In the United 
States the astutely waged battle to increase the Treasury price paid for newly- 
mined domestic silver was finally won and the President duly 
New Moves signed the bill which provides, among other things, for the 
in Silver fixing of this price at 90.50 cents per fine ounce, compared 
with the previous figure of 71.11 cents. The Office of Price 
Administration thereupon fixed the new figure of 90.50 cents as the ceiling 
for all dealings in silver, whether domestic or imported. Faced with this new 
situation, the British authorities could not leave the sterling price unchanged 
at 44d. To have done so would have meant subsidizing silver users in this 
country, since silver sold in London could not be replaced at less than the 
equivalent of the new American price. On August 6, therefore, the London 
price was raised to 554d. per fine ounce. This is about 1}d. above the straight 
American parity, the margin representing shipping and insurance costs from 
the other side of the Atlantic, whence most of our supplies of new silver must for 
the present be obtained. The U.S. Treasury price for imported silver remains 
at 35 cents per ounce, but has been entirely nominal for many years, during 
which the American Government has bought no imported metal. 

The latest rise lends added magnitude to the task of the recipients of lend- 
lease silver during the war. The amount thus provided by the United States 
was about 411 million ounces, or nearly three years’ world production at the 
current level. Of this total, 326 million ounces went to the British Empire, 
mainly to India, where it has disappeared into hoards. All lend-lease silver 
must, under the agreements by which it was provided, be repaid in kind over 
the five years following the President’s declaration that the state of emergency 
has ended. The task is formidable. Its monetary cost is already double “what 
it would have been had the price of silver remained at the average maintained 
while the metal was being provided by the United States. But the physical 
problem of finding the requisite metal far outweighs the budgetary cost of the 
operation. Owing to the exhaustion of older mines and to the low priority 
given to silver mining during the war, the output of the metal has fallen from 
208 million ounces in 1938 to a total probably under 160 million ounces last 
year. Higher prices should stimulate new production, but the impact wiil not 
be spectacular, because most of the silver produced in the world is by-product 
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metal incidental to the mining of such metals as lead, zinc, copper and nickel. 
The main source of supply of silver is provided by coins in circulation. India 
has already begun the task of recalling small silver coins and replacing them 
by nickel coins. There can be no doubt that this conversion is intended to 
provide a reserve of silver out of which the Indian Government may discharge 
its substantial silver liability, a liability which the British Government has 
underwritten. Meanwhile, the Indian Government has also decided to halve 
the import duties on silver and gold in an endeavour to attract more of the 
two metals into India. This move—together, perhaps, with the Calcutta 
riots—has had the effect in the Bombay market of reversing the rise in silver 
which followed the increase in the U.S. Treasury price. And the pressure 
on Bombay was accentuated by the news that the British Treasury is now 
prepared, in approved cases, to licence dealings in free silver by London 
brokers, provided that the silver can be acquired against payment in sterling ; 
the former requirement in such transactions, that the proceeds should accrue 
from outside the sterling area, may now be waived in appropriate cases. The 
only silver that is being handled in this fashion at present is Russian silver 
destined for India; but the amount that is likely to be involved—possibly 
around 2,000,000 ounces—is scarcely sufficient to threaten the Bombay price 
structure, inflated though that is. 


SOME important proposals for the control of commercial banks in the United 
States are made in the report of the Board of Governors of the Federal Reserve 
system for the year 1945 and lend to the Report more than 

Banking customary significance. These proposals, submitted for the 

Control consideration of Congress, may be summarized as follows : 

in U.S.A. (1) to empower the Board of Governors to place a maximum 

on the amount of long-term securities, both public and private, 
that any commercial bank may hold. against its net demand deposits ; (2) to 
empower the Board to require all commercial banks to hold a specified per- 
centage of Treasury bills and certificates as secondary reserves against their 
demand deposits ; (3) to grant the Board additional powers to raise reserve 
requirements against net demand deposits. 

The factors in the situation that have led the Federal Reserve authorities 
to make these far-reaching recommendations are fully explained in the Report. 
The commercial banks are accused of abusing the facilities which allow them 
to sell their short-term securities to the Federal Reserve banks at a fixed price, 
on the ground that they have employed the cash resulting from such sales to 
enlarge the base of the pyramid of bank credit, thus enabling them either to 
purchase longer-term securities for their own account, or to make loans to 
customers to finance such purchases. This process of ‘‘ monetization ”’ of the 
public debt is held to be one of the main causes of inflationary pressure now 
being exerted in the United States. It could be remedied by discontinuation 
of the Federal Reserve system’s policy of maintaining a { per cent. rate for the 
purchase of Treasury certificates, thus bringing short-term rates up towards 
the prevailing level of long-term rates. This proposal is rejected because the 
effect of a general increase in interest rates would be to cause a fall in market 
value of all Government securities and to create difficult conditions for Treasury 
refunding operations. In other words, something like the present level of 
interest rates is still the sacrosanct objective of American credit policy, and 
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the authorities appear to be content to go a long way towards further restriction 
of the commercial banks as part of the price to be paid for this maintenance of 
cheap money. 

It should be noted that these are merely proposals by the Federal Reserve 
Board for consideration by the appropriate committees of Congress. In the 
prevailing political atmosphere in the United States they stand little chance of 
a sympathetic reception. In any case, they cannot be considered until well 
into the new year, when the new Congress that will have been elected in 
November is due to meet. Meanwhile, there can be no mistaking the hostile 
reception which the suggestions have received at the hands of the commercial 
banks. The National City Bank has attacked them as involving “‘ far-reaching 
extensions of control over the banking system, substituting in large measure 
for the judgment of individual bankers a complicated system of new rules and 
regulations dictated from Washington.” The issue illustrates once again the 
extreme difficulty of any attempt to maintain one isolated control, that of the 
rate of interest, in the midst of a free economy and indicates what contortions 
of supplementary effort the would-be controllers are driven to in such 
circumstances. 


THE latest, and quite unprecedented, phase of capital expansion in Lombard 
Street is nearing itsend. The eighth issue this year was announced last month, 
the biggest yet, by the biggest discount house, the Union 
Bill Discount Company. This company, thanks to the recent 
_Market change in Treasury views upon “‘rights’”’ issues (a change 
Expansion discussed, with other aspects of capital market control, on a 
later page), at last found it possible to offer capital on terms 
sufficiently below current market levels to be reasonable for the long run. 
Issued to stockholders in the ratio of two-to-five, the {1,100,000 of new capital 
will raise the company’s paid-up capital to £3,850,000 and its total disclosed 
resources (including carry-forward) from roughly {5,300,000 to well over 
£8,000,000. The whole series of issues to date has added fully £8,300,000 to 
the known resources of the eight houses, an increase of roughly two-thirds, to 
about £21,750,000. 


THE last published work of the late Lord Keynes appears in the current issue 
of the Economic Journal. It is a study of the balance of payments of the 
United States which expounds the thesis implied in the follow- 

Keynes’ ing sentence of Lord Keynes’ last House of Lords speech : 
Last “Tf in the next five or ten years the dollar turns out to be a 
Work scarce currency, seldom will so many people have been right ”’. 
That is exactly the type of paradox with which Lord Keynes 

delighted to shock his public. In this case, however, the study was no mere 
exercise in the genre that attracted Keynes so much. It had a very important 
and practical bearing on the negotiations which Lord Keynes was conducting 
in Washington, for, as he writes at the opening of this article, one of the doubts 
aroused in many quarters by the Anglo-American financial agreement “ relates 
to America’s capacity to accept goods from the rest of the world on a scale 
adequate to secure a reasonable equilibrium in her overall balance of pay- 
ments’. What Lord Keynes has set out to prove in this study, with the help 
of an impressive array of statistics, is that the dollar is likely to be in an 














abundant supply for the next few years and that the fears for the future 
based on the prospect of a chronic surplus in the American balance of payments 
are, therefore, misplaced. 

The supporting documentation begins with a useful reminder that in the 
1930's the U.S. balance of payments on current account was never far from 
equilibrium and that the pressure of the dollar on other currencies in that 
period was very largely due to capital movements to the United States. Lord 
Keynes then proceeds to show how greatly foreign-owned balances of dollars 
have risen during the war, how ambitious are the American plans for making 
new foreign loans and, finally, how substantial has been the comparative rise 
in American costs and prices—a movement which must bring the “ classical 
medicine ’’ into play. As for the fear that tariffs and subsidies may hamper 
the play of normal economic forces, Lord Keynes reminds his readers of the 
trade and employment proposals ‘‘ advanced on behalf of the United States ”’ 
and adds “ it shows how much modernist stuff, gone wrong and turned sour 
and silly, is circulating in our system, that we should have given so doubtful 
a welcome to this magnificent, objective approach which, a few years ago, 
we should have regarded as offering incredible promise of a better scheme of 
things’. The subject treated by Lord Keynes in this provocative article is 
of such importance that a more detailed study of it will appear in an early issue 
of THE BANKER. 


On July 12 last bank officials in Northern Ireland began a strike which lasted 
for five weeks—the dispute was settled on August 16. The Irish Bank Officials’ 
Association, which called the strike, is a centralized and 

Improvised recognized representative body whose status is not undermined 

Banking or challenged by internal guilds. The strike was thus com- 

in Ulster plete, except that skeleton staffs of directors and non-member 

employees contrived to keep the central offices in Belfast open 
for certain essential transactions, such as the provision of cash. Even this 
service was rendered difficult because of the temporary breakdown in the 
bookkeeping departments of all the banks. 

The pros and cons of the dispute need not concern us here. It is sufficient 
to record that it was settled after agreement, inter alia, upon a revised salary 
scale ; the staffs returned to work forthwith; and the banks reopened for 
business on August 19. But the episode has a wider significance, as a probably 
unique case of an industrialised community finding itself without normal 
banking facilities for an extended period. Their temporary disappearance 
called into being astonishing efforts of improvisation by trade and industry 
in Northern Ireland, as a result of which some shadowy form of credit circula- 
tion and a fairly effective machinery for the provision of currency developed. 
Retail trading establishments, gas company offices and other normal recipients 
of currency cashed considerable numbers of cheques for customers and also 
provided currency required for wage payments. Cash was also made available 
by the Government for wage payments of small firms, while larger firms made 
their own arrangements, usually with banks in England. The effect of this tem- 
porary breakdown in the normal credit system involved a considerable ex- 
pansion in the use of currency. This is a factor of which sight should not be 
lost in viewing the recent—and mainly holiday—expansion in the Bank of 
England note circulation. 
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Tackling the Sterling Balances 


tion of the Anglo-American financial agreement is the duty to negotiate 

settlements covering the sterling balances accumulated by sterling area 
and other countries as a result of the war. It may be asked what this had to 
do with the negotiation of a credit with the United States and why this par- 
ticular matter should have fovnd its way into the text of the agreement. The 
apparent irrelevancy of this intrusion of the sterling balances into the Anglo- 
American agreement is heightened by the fact that the text goes on to suggest 
how the sterling balances owed to the sterling area countries should be treated : 
part released (7.e. made convertible into any currency for current transactions), 
part funded and similarly released by instalments over a period of years 
beginning in 1951, and part cancelled “‘ in recognition of the benefits which 
the countries concerned might be expected to gain from sucha settlement ” 
It seems strange that part of the quid pro quo which the British negotiators 
should have been called to offer to the Americans was a promise to do their 
best to get the debts the United Kingdom owed to other countries reduced. 

The paradox and irrelevance disappear on closer inspection. It does not 

require much research to discover why the Americans should have been so 
keenly interested in the sterling balances problem as to drag it into the text 
of the British loan agreement and why thew should have uend the negotiations 
to determine how those balances should be settled. In the first place the 
Americans saw the Washington negotiations as being concerned not merely 
with the probable deficit in the British balance of payments with the U.S. 
dollar area, but with the whole problem of Britain’s external finances as these 
were effected by the impact of the war. The Americans could not ignore their 
prospective debtor’s other external commitments or fail to show considerable 
interest in the manner in which his other creditors would be treated. Both 
questions bore very directly on the security behind the credit they were being 
called upon to grant. The American interest in the sterling balances acquired 
special urgency from the impression widely prevalent in the United States 
that the debts represented by these balances were comparable with the British 
obligations incurred under the lend-lease agreement with the United States. 
If the United States were going to cancel the whole of the debt represented 
by consumed lend-lease deliveries, then Britain’s other creditors might be 
expected to cancel at least part of the debt incurred under precisely com- 
parable circumstances—so ran the American argument. In accordance with 
the tendency in the United States to over-simplify all problems, some attempt 
was made by the Americans—as the text of the agreement indicates—to view 
all these debts in terms of a common denominator and to suggest that they 
were part of a homogeneous whole. Any danger deriving from such over- 
simplification and from a consequent attempt to pin Britain down to an unduly 
rigid approach to the negotiations with the sterling balances creditors was, 
however, safely averted by the introduction into the text of the agreement of 
the provision that the arrangements with the countries concerned must “ vary 
in accordance with the circumstances of each case ’ 


A\ tion of the British commitments that have crystalized with the ratifica- 
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For the reasons already described, the Americans were intent on inserting 
in the agreement some assurance that none of the resources they would be 
making available would be used in order to repay other creditors of Britain. 
Though such repayment is forbidden by the agreement it will be extremely 
difficult to enforce this prohibition with complete strictness. Dollars drawn 
against the credit are immediately transferred to the Bank of England’s 
operating account with the New York Federal Reserve Bank and become part 
of the British working dollar balance, indistinguishable from the proceeds of 
British exports to the United States or from “the yield of any other source 
of dollar income. It is from these working balances that Britain will ultimately 
have to finance the release of sterling balances, in so far as these releases are 
translated into demands for U.S. dollars by the creditor countries. How in 
those circumstances will it be possible to say whether the dollars paid over 
have, or have not, come from the $3,750 million line of credit ? The clause 
of the agreement is, however, not open to question. It provides clearly that 
‘any amounts required to discharge obligations of the United Kingdom to 
third countries outstanding on the effective date of this agreement will be 
found from resources other than this line of credit ’’. It remains for the United 
Kingdom to interpret it as strictly as the technical difficulties of its application 
allow. 

Perhaps the main explanation of the Americans’ interest in the problem 
of the sterling balances was the fear that these balances and the special war- 
time operation of the sterling area of which they were the product might become 
a permanent part of the system of international exchange arrangements. The 
Americans saw in this vast accumulation of sterling easily transferable within 
the sterling area, but not freely and unconditionally available for effecting 
payments to non-sterling countries, a permanent weapon of trade discrimina- 
tion against the United States. The fear and detestation of currency blocs have 
seared themselves deep into the consciousness of the Americans. They interpret 
many of the evils of the inter-war period, and their ultimate harvest reaped in 
World War II, to the Schachtian devices of discriminatory currency arrange- 
ments that flourished in those years. There is far too little heed of the possibility 
that these currency arrangements may have been more an effect than a cause ; 
that for all their subseque nt abuse, they may have been the inevitable result 
of economic instabilities and pressures in the creation of which the United 
States themselves may not have been altogether guiltless. The particular 
American phobia is reflected in all the reconstruction plans that have emanated 
from that country. In article seven of the Mutual Aid agreements, through 
Bretton Woods and the International Trade Organization proposals, to all 
the post-war foreign loan agreements hitherto negotiated by the United 
States, there is to be found this constant insistence on the danger of discrimi- 
natory and multiple currency arrangements and on the desirability of com- 
pletely free multilateral convertibility of currencies. Hence the American 
demand that, of these sterling balances, part should immediately become 
freely available for effecting payments in any non-sterling countries and that the 
remainder, other than any amounts written off, should be similarly freed over 
a period. The philosophy also explains the requirement that currently earned 
sterling should be freely available anywhere in the world and that in so far 
as this applies to the sterling area countries it should in effect have the result 


rting 
ld be 
itain, 
mely 
rawn 
und’s 
part 
ds of 
yurce 
ately 
$ are 
W in 
OveTr 
ause 
that 
n to 
1 be 
ited 
tion 


lem 
war- 
ome 
The 
thin 
ting 
ina- 
lave 
pret 
d in 
nge- 
lity 
ise ; 
sult 
ited 
ular 
ited 
ugh 

all 
ited 
mi- 
om- 
can 
yme 
the 
ver 
ned 

far 
sult 





TACKLING THE STERLING BALANCES | 129 





that “ any discrimination arising from the so-called sterling area dollar pool 
will be entirely removed ”’ 

There is, therefore, a ready explanation both of the American interest 
shown in the sterling balances problem during the Washington negotiations 
and of the general solution of that problem outlined in the agreement. It 
should not, however, be deduced from this that the negotiations with our 
sterling creditors, which we have undertaken by the financial agreement to 
complete ‘“‘ as early as practicable and in any case not later than one year 
after the effective date of this agreement ’’, are being undertaken merely by 
reason of this commitment. It is evident that this sterling debt, which on 
March 31 last had, according to the Chancellor of the Exchequer, risen to 
£3,500 million, could not be left in its present extremely liquid form. The 
bulk of the debt would in any case have had to be funded. The claims of 
equity would in certain cases have de manded some writing off, especially 
where the debt in question had been inflated by inordinate rises in prices not 
reflected in the exchange value of the currency concerned in terms of sterling. 
As for offering convertibility of part of the assets in question, that is a concession 
which Britain would have had to offer in so far as it lay within her power, 
whether the American line of credit had been granted or not. As Lord Keynes 
said in his House of Lords’ speech last December, the only way we could hope 
to remain a banker was to cash the cheques drawn on us. If sterling was to 
maintain its claim to be an international currency, if London was to remain a 
world banking centre and if in the transition years Britain was to be able 
to overdraw further its accounts with sterling area countries, it was impera- 
tive that both current earnings of sterling and some part of the accumulated 
balances should be wholly freed. 


The series of negotiations upon which the United Kingdom has now entered 
with its sterling creditors would, therefore, have had to be undertaken whether 
or not the agreement with the United States had required it. That agreement 
may be said to handicap Britain in the negotiations in two respects : by setting 
a time limit which is bound to impede our own freedom of manceuvre, and by 
giving away in advance the benefit of convertibility of current earnings of 
sterling, thus depriving us of a possible bargaining counter. It would, however, 
be easy to exaggerate the weight of these two handicaps. They are far out- 
weighed by the advantage that will flow from the fact that the line of credit 
has been obtained from the United States and enables us to “ lead from 
strength ”’, to offer the benefits of a truly “ hard’ currency when we offer 
convertibility of part of the debt, and to negotiate with the moral bz icking of 
the United States behind us (this last one a somewhat distasteful advantage, 
perhaps, but a very real and practical one nevertheless). 

The magnitude and geographical, distribution of the task that faces the 
British negotiators may be gauged from the following table showing the 
detailed distribution of the sterling balances as on June 30, 1945. The table 
was published in the United States in a report of the House of Representatives 
Committee on Post-war Economic Policy and Planning (the Colmer Committee), 
whose information was presumably obtained from the United States adminis- 
tration to whom all these data must have been given in the course of the 
Washington negotiations. 
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NET STERLING BALANCES, AS AT JUNE 30, 1945 


In £ million 
I. STERLING AREA 
(a) Dominions 


Australia .. oy ~ oe oe bg 118 
New Zealand : ; : . 5% 64 
South Africa ‘ / ‘ es 33 
Eire , . ; = sie d 179 
sii 394 
(b) Other may { avea countries 
India , 5 : ; - 1,116 
Burma a ‘ “< , a It 
Egypt and Anglo-Egyptian Sudan ; . 400 
Iraq nr : es . ais 71 
Iceland . ; es . = 17 
- 1,015 
(c) British Colonies, Mandates, etc. 
Palestine and Transjordan os ‘ 116 
Ceylon... : ; : 61 
Hong Kong ay , 33 
Malaya a ‘ ; ; 85 
East African Colonies .. ; : 81 
West African Colonies gt 
Other British Africa “i bus rE 37 
Trinidad .. i ‘Be ; - ‘ 19 
Other British West Indies and Bermuda aa 40 
Other Colonies, etc. a s a 87 
- 650 
ToTAL STERLING AREA oF 2,659 
Il LIBERATED AREAS OF EUROPE 
France : is a 40 
Belgium ; 37 
Greece ; ‘ia 55 
Netherlands ; ’ oa , 69 
Norway ‘ on oI 
Others ‘ : és mt 12 
304 
[1] EUROPEAN NEUTRALS 
Portugal ols 7 : me 79 
Others ; 29 
108 
I\ SoutH AMERICA 
Argentina GS 86 
Brazil ; ; ; : 37 
Uruguay . ch 14 
Others a's 5 
142 
V Rest oF WoRLD 
Persia 22 
China 23 
Siam at a 13 
Others a ? 6 
64 
ToTAL NON-STERLING AREA 618 
GRAND TOTAL a ait £3,277 


The total of £3,277 million tallies roughly with that of £3,052 million shown 
in the White Paper “ Statistical Material presented during the Washington 
Negotiations’’ (Cmd. 6707) as the net quick external liabilities of the United 
Kingdom on June 30, 1945. The difference may be accounted for by the fact 
that, whereas the latter is a global figure, the above table includes only countries 
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holding sterling balances and omits the few cases in which the United Kingdom 
may have been a creditor on sterling account. It should be noted that these 
figures are sufficiently out of date to give no more than a rough indication 
of the orders of magnitude involved ond of the nature of the distribution of 
the debts. The global net total of sterling balances had risen from the figure 
of £3,052 million given in the White Paper to £3,500 million on March 31, 
1940. The Indian balances, shown at {1,116 million in the above table, had 
risen to £1,271 million, according to the Reserve Bank’s return for July 26 last. 
The Argentine balances, which stood at £86 million on June 30, 1945, are 
generally understood to have risen by now to about £150 million. 

These debts differ in many respects. Some have been swollen by the 
inflated prices at which the goods and services purchased with these sterling 
balances had to be acquired, while others represent goods purchased during 
the war at prices controlled by ourselves and kept relatively low. India and 
Palestine are examples of the former, the West and East African colonies of 
the latter. Some of the debts are mainly the product of local military expen- 
diture incurred by the United Kingdom, others are the result of trading 
operations. Egypt is a good example of the former, Argentina of the latter. 
Again, some of these debts are largely held by the ce teil bank or currency 
authority of the creditor country, while others are widely spread among 
commercial banks and private individuals. In India the bulk of the sterling 
balances are held by the Reserve Bank ; in the case of Egypt the holdings of 
commercial banks and private individuals are probably larger than those of 
the National Bank, and the same probably applies, to an even greater degree, 
to Eire. The differences in the size, the character and the distribution of 
these debts preclude any common approach to a solution. Another factor 
which makes it impossible’ to treat the balances as a homogeneous whole is 
the differences in the political relations of Great Britain with the various 
creditors. The negotiations with the Dominions are likely to proceed smoothly, 
quite independently of the fact that the amounts held by them are com- 
paratively small. The discussions with India and Egypt, however, will not 
merely be with the largest of our creditors. but promise to become complicated 
by being dragged into the orbit of the uneasy political relations between Britain 
and these two countries. 

A glance at the distribution of the balances on June 30, 1945, suggests 
that the real difficulty of the task before Britain will be found largely in the 
Indian and Egyptian debts, where the problem is both quantitatively and 
politically at its most difficult. The balances held by our European allies, 
notably by Norway, the Netherlands and Greece are largely the result of 
insurance compensation for their ships sunk during the war while in Allied 
service. Those funds should to a large extent be earmarked to finance the 
construction of new ships in this country. In the neutral group of creditors, 
Argentina and Portugal loom largest. The Argentine debt is now under 
discussion in Buenos Aires. The Portuguese balances were successfully dealt 
with in an agreement reached some months ago, the terms of which have not 
been published. Britain is not committed by the Anglo-American financial 
agreement to obtain a partial cancellation of the debt owed to non-sterling 
countries or to fund part of their balances over a period. Nor is she specifi- 
cally precluded, as she is in relation to the Empire, from giving better terms 
to the creditor than those for the U.S. credit, but there is plainly a strong 
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moral limitation. In all cases, too, Britain is bound to arrange that 
releases of payments under any funding agreement are proportionately adjusted 
to any reduction in repayments of the American credit made as a result of the 
invocation of the waiver clause. By these commitments we have, at least, 
precluded the possibility of being “ rooked”’ by any grasping and strategically 
well-placed creditor. On the other hand, there may well be a tendency for the 
highest terms allowed — those given for the American credit—to become the 
basis of other arrangements as they did in the case of the credit from Canada. 
This, however, was for new money and the British negotiators will have 
failed badly if they do not fund the greater part of these balances on far 
cheaper terms than those arranged for the dollar credits. 

Indeed, given the nature of these balances and, in particular, the fact that 
they are the product of wholly abnormal circumstances arising out of the war, 
it might be reasonable to expect that the funded part of the debts represented 
by them should bear no interest whatever. It would certainly be difficult to 
justify a rate of interest for these funded balances equalling that demanded 
for the new money which Britain is able to borrow from the United States and 
Canada. It should, moreover, be possible to include in the agreements with 
the sterling area creditors some provision for accelerating the repayment of the 
funded part of these debts beyond the normal programme envizaged, the 
additional payments being related to specific capital projects to be undert: iken 
by the United Kingdom. 

The part of the balances to be immediately released should not prove 
expensive. The sterling area countries will, it is to be hoped, continue to hold 
the bulk of their monetary and banking reserves in London and these funds 
will presumably be invested on short term and should not, on the present basis, 
cost us an average of much more than } per cent. Before the war the amount 
normally on deposit in London on overseas account could be reckoned to vary 
between £500 million and £750 million. Given the rise in prices and expansions 
in note circulations backed ‘in sterling assets, it would be reasonable to expect 
the range to lie between £750 million and {900 million. The amount to be 
cancelled is impossible to estimate.. There will be great political resistance to 
any cancellation, but it must not be forgotten that Britain has substantial 
military stores and establishments in many of the countries concerned and 
their disposal to the Governments may eat considerably into these balances. 

Assuming that some £2,500 million of the present sterling balances can be 
subjected to some form of funding and that this amount will be repaid over 
50 years with an average interest burden of 1 per cent. (it is reasonable to 
hope for better than this), the annual charge should be in the neighbourhood 
of {60 million, beginning in 1951. Adding to this the £35 million payable 
on the American loan and {10 million on the Canadian (assuming both are 
used to the full), the amount due on these obligations would total some £105 
million a year. It is a grim prospect that faces this country—that of paying 
tribute on debts incurred to make possible the full deployment of its war 
effort and of having to maintain those payments over a period which will 
probably long outlast any payment of reparations by the defeated enemy 
countries. The nation has certainly not been taught how great a task faces 
it as a result of the revolution which the war has brought about in Britain’s 
external creditor status. The Government should lose no opportunity of 
bringing home that lesson and all its implications to the people of this country. 





that 
usted 
of the 
least, 
ically 
or the 
e the 
nada. 
have 
1 far 


that 
war, 
=nted 
lt to 
nded 
> and 
with 
f the 
, the 
aken 


yrove 
hold 
unds 
asis, 
ount 
vary 
sions 
‘pect 
o be 
5c TO 
ntial 
and 
eS, 
n be 
Over 
e to 
00d 
able 
are 
(105 
ying 
war 
will 
‘my 
aces 
in’s 
of 


try. 


—_———_ 
Sa 








133 








Some Consequences of the 


Borrowing Act 
By Roland Bird 


HEN Mr. Dalton presented the Investment (Control and Guarantees) 
W oi to the House of Commons last February, he described it as “‘a 

simple, short, modest, but necessary measure, which follows our latest 
streamlined legislative model’’. In the ensuing five months’ discussions on 
the Bill, it acquired a more accurate title before it was placed on the Statute 
Book as the Borrowing (Control and Guarantees) Act ; but in all other essential 
respects it remains the same measure which the Chancellor so briskly described. 
Short it most certainly is, for the Act contains only two operative clauses. 
It is even simple, though only because it leaves most of the apparatus of 
control to be defined by Treasury Order; and since these Orders do not 
require an affirmative vote of the House of Commons, the Act presumably 
merits Mr. Dalton’s favourite adjective “ streamlined’’. Compared with such 
major legislation as the Coal Industry Nationalization Act or the National 
Insurance Act, it is modest. We are left with the adjective “necessary”’ 
What purposes does the Borrowing Act fulfil? Is it well designed to secure 
them ? 

To answer these questions, it is necessary to go well beyond the Act itself. 
The Chancellor has indeed explained that the Act, together with the Bank 
of England Act, and a measure governing exchange control which is to be 
introduced in the next session, will provide the Government with all the powers 
which it seeks for financial control. But the Borrowing Act has to be read 
in conjunction with the first Treasury Order (which is due to be made under 
Section 1 of the Act) and also in conjunction with the Government’s Memoran- 
dum on the planning of investment (in the wide national sense) and the advisory 
functions of the National Investment Council. This Memorandum was issued 
with the original Bill, with its original title, and although the Chancellor made 
light of the change of title (“‘ I cannot believe that this matter is of tremendous 
importance’) there are many well-intentioned critics of the Act who point 
out that it has shifted the Act’s emphasis even more heavily upon control, 
and reduced its limited scope for assisting the planning of a national investment 
policy designed to promote full employment and to increase the efficiency of 
British industry. This point may somewhat anticipate later discussion, but 
it is necessary to make it in order to emphasize that the Act is primarily an 
instrument of control, which regulates the demand for new capital ; it does 
not spring, directly at any rate, from the pre-occupations of the Coalition 
Government’s White Paper on Full Employment about the need for the broad 
planning and prompt timing of a national investment programme. 

Section 1 of the Act invests the Treasury with powers (which are subje ct to 
no time limit) to make orders for regulating the borrowing of money in Great 
Britain in excess of £10,000 in any twelve months, the issue of shares in Great 
Britain for cash and other securities in Er igland or Scotland, the issue of 
securities of foreign Governments, or the circulation of offers of shares or 
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securities in companies or of Governments abroad. Borrowing of money in 
the ordinary course of business from a bank is excluded from the Treasury’s 
powers of control. These powers, let it be repeated, are permanent powers, 
Attempts were made in the House of Lords to limit them to five years’ duration 
—which is the period for which the Government’s present powers of physical 
controls have currency. But when it came to the test, the Opposition peers 
were sensibly reluctant to elevate such a technical matter into a constitutional 
crisis, and honour was saved when the Government introduced the minimum 
limit of £10,000—a rather unreal concession since the draft Order under 
Section 1 already exempts borrowing of £50,000 or less from control. Ten 
thousand pounds is, perhaps, a cheap concession to make for perpetuity of 
control over such a wide range of transactions. Every attempt to amend 
Section 1, however, broke down against the Government’ s insistence on getting 
the widest and most flexible powers of control. ‘‘ We wish,” said Mr. Dalton, 
‘the Order to remain as an Order and the Bill as a Bill.’”’ The Chancellor 
remained unmoved by Mr. Oliver Stanley’s reminder that he was mortal 
(“‘ at any moment a right-minded bacillus might bite him’’) not only physically 
but also politicaliy (‘‘ we cannot be certain, odd as it may seem, that a successor 
to the right hon. gentleman might not be worse than he is’’). These are 
good quips, but the y contain the streamlined essence of the matter. Subject 
to these broad limitations which Parliament has laid down, the Treasury, 
tendering its advice to the Chancellor—or the latter, imposing his will on his 
officials—will control the raising of all forms of new permanent capital in 
this country so long as Section I remains on the Statute Book. 

Examination of the first Order (which was submitted with the Bill, but 
has yet to be promulgated since it is necessary to await similar legislation i in 
Northern Ireland and the Isle of Man) throws only a limited amount of light 
on the future pattern of borrowing control, for it substantially recapitulates 
the present forms of restriction imposed under the Defence (Finance) Regula- 
tions. Borrowing may not be undertaken without Treasury consent—with 
certain exceptions, which include borrowing from a bank, or against a bill of 
exchange, borrowing by a local authority (under certain conditions), or 
borrowing from a Government department. These are the general exceptions 
laid down in the Act itself. So is the further bar to the raising of money 
in Great Britain by the issue of shares, without Treasury consent. Its sanction 
is further required for the issue of any securities “if the purposes or effects 
of the transaction consist of or include ”’ the capitalization of reserves, amalga- 
mations, raising money outside Great Britain, and exchanging new securities 
for redeemable securities already in issue. There are administrative provisions 
against the postponement of capital repayment, because this would be 
equivalent to new borrowing. Under Part 2 of the Draft Order, transactions 
up to £50,000 in any twelve-monthly period are granted general exemption 
(though not if they include the capitalization of profits or reserves) ; this 
exemption applies to unit trusts, which are now at liberty (indeed, it seems 
that they were before the Act) to issue new units up to this limit in any twelve- 
month period. 

There are several points of technical interest in this Order. It is framed to 
include all forms of new permanent capital, but not finance arranged in the 
normal course of banking business—which so far as it is subject to control or 
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Government influence, is covered implicitly in the Bank of England Act. 
In form, these measures of control are to be operated by the Treasury. In 
fact, the Treasury will control the machinery of new capital issues primarily 
through the instrument of the Capital Issues Committee. This (like Mr. 
Dalton’s new National Investment Council) is a non-statutory body, instituted 
in 1939 as a war-time executive instrument. The C.I.C. has not been spared 
criticism—for its measured speed of decision on new issue matters, which are 
more exposed than most to the changing shifts of the financial wind ; for its 
doctrinaire obduracy on such questions as bonus shares and the bonus element 
in rights issues to shareholders ; for its failure to see the essential sameness 
of “ placings”’ and “ offers for sale”. Some of this criticism might better 
have been directed to the Treasury, for the C.I.C. was, after all, compelled to 
obey its master’s voice. And its master until the end of the war and after 
sousht primarily to keep the gilt-edged market free from competition from new 
industrial issues, particularly if the latter were placed to shareholders ‘‘ below 
the market’’. The misconceptions in this policy have frequently been pointed 
out, and there is no doubt that it was unduly restrictive and in several basic 
respects illogical. The new Treasury instruction to the C.I.C. last month gives 
it a greater measure of discretion in dealing with the prices of new issues, 
particularly where they involve the so-called “ bonus element ’’—a line of 
policy which the C.I.C. had, in fact, anticipated for some weeks past by 
conceding an appreciable bonus element in “ rights’’ issues after rigidly 
resisting such applications as that of Johnson and Phillips for issues to share- 
holders at prices below the market. On the “ placings ”’ v. “ offers for sale ” 
controversy, so boisterous a year ago, calm has now descended, for neither 
requires C.1.C. consent ; it has at last been recognized that both are identically 
concerned with securities already created, but not before much unnecessary 
trouble had been caused on the Stock Exchange by such cases as the General 
Electric placing. The lessons have been learned, but it has taken a long, 
long time. 

The C.I.C. last February was reinforced by new blood. Complaints about 
delay during the recent very active phase in the new issue market have been 
markedly fewer, and it seems that Mr. Dalton’s undertaking to speed up the 
C.L.C.’s procedure has succeeded. Consultation with Government departments 
—an essential preliminary to most industrial issues—is more expeditious. 
These easements are in large part due to new need for providing capital for 
industrial extension and reconversion. But, at any rate, it can be said that the 
activities of the C.I.C. in this post-war period of control are now making better 
sense than they did a year ago. It is true that the C.I.C. remains the instrument 
by which the Treasury’s ban on bonus shares (that is, shares issued through the 
capitalizing of reserves or profits) is exercised. The ban was confirmed last 
month, after Mr. Dalton had sought the advice of the National Investment 
Council on bonus shares, as he promised in the Borrowing Bill debates. Whether 
the N.I.C. had any collective view on the matter, and, if so, in what sense, 
remains a secret of the council chamber. The conclusion only is clear; Mr. 
Dalton, who has described bonus issues as having often been a “racket”, 
will have none of them, and that is at least politically consistent, however 
illogical it may be economically. 

The draft Order, which draws so freely on war-time regulations, gives no clue 
to the forms of control which may be employed in more normal times. This 
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machinery provides a scheme of regulation to control and direct new issues 
in a period when the demand for capital exceeds the supply—exceeds it, that 
is, at the prevailing rate of interest. Mr. Dalton, throughout the debates on 
the Bill, postulated the maintenance and continuation of his cheap money 
policy. The price of capital is to be fixed and its supply (or rather the physical 
factors of production which that supply could command in the market) is 
painfully scarce compared with the pent-up demand. In these circumstances, 
every sensible person would agree that there must be rationing, discrimination 
and an orderly queue ; if there were not, available funds awaiting permanent 
investment would be wastefully dissipated in an inflationary rise in prices 
through bidding up the cost of scarce factors of production. The rough 
priorities (they might be called ‘“‘ the inverse posteriorities ’’) are fairly obvious : 
first, investment in the export industries, then essential home market trades, 
and such things as greyhound race tracks last in the list. But these are 
controls which are necessary and desirable only for so long as the demands 
on the new capital are “ excessive ’’—which may mean excessive, either in 
relation to the supply of labour and materials which can be devoted to new 
investment as distinct from current output, or in relation to any particular 
rate of interest which Mr. Dalton, by his cheaper money policy, has pre- 
determined for the market. What happens when the demand for new invest- 
ment falls short of the available supply of factors of production (which is a 
shghtly complicated way of saying when there is unemployment), or when 
even cheap rates of interest no longer encourage enterprises to seek new capital ? 
How does Section 1 of the Act and the draft Order help them ? 

Obviously under these new conditions when immediate scarcities have 
passed, something more than vaguely-conceived control in “the national 
interest ’’ will be required. Mr. Dalton may then be glad that the “ profiteering 
competitive principle’’, which in his view may not accord at all with the national 
need, will fill a good deal of the breach in the national investment programme. 
If the privately -owned sector of industry is still to comprise 80 per cent. of the 
whole, it would be utter folly to direct and suppress its efforts towards invest- 
ment expansion. Industry should be persuaded and loaded with every con- 
ceivable incentive to borrow and invest freely. For, by all precedent, the danger 
to be apprehended in future, after the post-war transition phase is out of the 
way, is a shortfall in the total demand for new investment. The volume of 
new capital formation (which was never excessive in pre-war days) is more 
likely to be inadequate than too high. The entire apparatus of control con- 
templated in Section 1 and implemented in the draft Order will be quite 
inappropriate to this eventual—and more normal—state of affairs. Section 2 is 
the only legislative act in this direction. In a tentative way, it dips a toe into the 
shallow end of the investment waters ; it provides powers for the Treasury 
to guarantee “any loan’”’ for “the reconstruction or development of an 
industry or part of an industry ”’ in this country, up to a limit of £50 million 
in any one financial year. This is no plunge in the deep end, for similar powers 
of guarantee were extended under the Trade Facilities Acts, the Development 
(Loans Guarantees and Grants) Act of 1929, and the Railway l‘inance Corporation 
loans. If it is not enough, Mr. Dalton has promised a quick bill to increase 
the total. The Chancellor has conceived the guarantee clause as an anti- 
slump measure and as a fund on which industries receiving full working party 
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treatment might call for finance to assist modernization. Guarantees under 
the Act will be given proper publicity in the House of Commons, but they are 
wholly at the discretion of the Treasury. 

The influence of the Treasury will obviously be paramount over action 
taken under Section 2, and the criteria by which it will judge suitable cases 
for guarantees have by no means been clarified. Indeed, in the proceedings 
in Committee, there was a most significant interchange between the Chancellor 
and Sir Arthur Salter on the Treasury’s s policy. Will Treasury officials, asked 
Sir Arthur, consider not only whether the purpose of the capital to be raised 
is good, but also whether investors are likely to lose their money? The 
Chancellor’s reply was somewhat equivocal. “It is not the business of the 
C.LC. or of any Treasury officials to say that this or that will not pay in the 
future. Government policy will be declared and, in the case of a great number 
of these issues, it will be quite clear to those subscribing that the prospects 
will be pretty good of getting repayment of principal and interest at the 
due date.’’ Tackled again, Mr. Dalton broadly agreed with Sir Arthur’s 
warning that it would be a fatal thing to private enterprise if Treasury officials 
were allowed to take into consideration not only the excellence of the purpose, 
but the chances of commercial success of people who were prepared to take 
the risks. But again he added that ‘‘ we want to prevent the wastage of capital 
funds and the wastage of materials, which is a national interest’. He was not 
prepared to say that never, in any circumstances, would such a consideration 
tip the scale. ‘‘ When an investor loses his money it very often means that a 
workman loses his job, a factory is closed, and many other disturbances occur. 

. | cannot, and I will not, say now that I will entirely disregard what is 
like sly to be the result in terms of employment of labour and use of materials, 
of a particular application being granted.”’ 

What is this if not a claim for Treasury omniscience and superior judgment 
over that of the private entrepreneur? In its extreme form, would it have 
permitted the development of the motor car industry, or even the railways ? 
Under these doctrines, what chance would the Spitfire or the Decca Navigator 
have stood ? If investment is to undertake no risks because it may fail and 
cause unemployment, we may have full, rigid employment ; but enterprise 
will disappear, and the e mployment will become progressively disadv antageous 
economically. No doubt this point could be exaggerated ; Treasury action 
may not in practice follow this supercilious line very often. But the danger 
is there ; investment control, as the Chancellor has frequently emphasized, 
is experimental and flexible ; and if it is dominated by such narrow conceptions 
of rigid employment and economic sterility, so much the worse for the material 
and spiritual well-being of Britain. 

Finally, it remains to consider the réle which the National Investment 
Council seems destined to play in the new system of investment direction and 
control. The Memorandum to the Bill showed that the N.I.C. is intended to 
advise and assist the Government in so organizing and, when necessary, 
stimulating investment as to promote full employment. The Chancellor is 
chairman, and its members include ex officio the Governor of the Bank of 
England, and the chairmen of the C.I.C., the Public Works Loan Board, the 
two industrial Finance Corporations and the Stock Exchange. In addition, 
the N.I.C. includes representatives from the Co-operative Wholesale Society, 
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banking, industry, the trade unions and a stockbroker. Mr. Dalton has 
described this as “a fine body of high-powered collective wisdom ” whose 
functions will be ‘‘an experiment in consultation”. But there are some 
observers—and perhaps even one or two members of the N.I.C. itself—who 
would take a more cautious view of its functions and prospects. Its greatest 
danger is that of becoming a mere creature of the Treasury. It will be advisory ; 
it will meet infrequently ; ; it will not exercise that continuous examination 
of our economic health which is inseparable from the expansion of investment 
as a timely antidote to a threatened slump. As a part-time body, can the 
N.1.C. hope to enforce its collective view (if, indeed, it finds that it has one) 
gainst the opinions which the Chancellor may have already formed from 
the advice of his officials and the far-ranging insight of the Economic Secre- 
tariat ? It is a wise man who can interpret the signals of oncoming depression 
some months before it happens. Is it confidently to be expected that a 
large Council of this character, meeting at irregular intervals, will succeed 
in designing a programme for prosperity and have tonics ready to hand in 
good time before depression threatens? It is more likely to move slowly 
and cautiously, to play for safety by assisting established industries, rather 
than face the risks of innovation. It may genuinely seek to assist a full employ- 
ment policy, and succeed in the end only in stereotyping the British economy 
and dissipating what is left of its enterprise. 

That these “tisks may be real is suggested more by the form and composition 
of the N.I.C. than by anything it has yet achieved or anything Mr. Dalton has 
said about it. After assisting the Chancellor on the question whether bonus 
shares are a racket, the N.I.C. now has to prove whether it is to be an effective 
policy-making body, or whether it will merely become another remote advisory 
group. Under present economic conditions, it will have no chance to show its 
true form, for its functions come into full play only when the demand for 
investment needs positive stimulation. Section 2, plus the N.I.C., are an anti- 
slump combination ; it is Section 1, and the Treasury Orders under it, which is 
the operative section of the Act so long as the processes of new capital forma- 
tion are limited by scarcity of physical materials and labour. Control is 
inescapable at present ; the queue of borrowers must be marshalled according 
to vague concepts of “the national interest’”’; and to the extent that it 
excludes from its purview such matters as amalgamations and _ parent- 
subsidiary lending control will be more efficiently concentrated where it really 
matters—upon the management of new investment in industrial equipment 
so that the best use is made of limited physical resources. 

We come back to the residual question. Was Mr. Dalton’s streamlined 
Act really necessary ? Hardly, it would seem, for the temporary extension of 
the war-time financial regulations. Mr. Dalton has an Act with no time limit 
to his powers of control. Section 1 powers are necessary for war and post-war 
conditions ; in normal years they ought to be a dead letter, for then new 
capital investment is deficient, not excessive. We do not know how Treasury 
orders under Section 1 will be modified to meet such normal conditions, but 
the two can hardly be made to match. As for Section 2 and the N.I.C., a certain 
scepticism is permissible, because the ultimate power of the Treasury in both 
matters is paramount. And the Treasury, on its record, has an ingrained 
predisposition to say “No”. It will show a remarkable change of character 
if it learns to say ‘‘ Yes ’’—in time to meet the first post-war depression. 
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The Breakdown of Reparations 
By M. J. Bonn 


. E do not intend to make again the mistake of exacting reparations 
in money, and then lending Germany the money with which to pay 
them,” said President Truman on August 9, 1945. This time 

Germany was to make reparations in kind. No lump sum was fixed. Each of 

the twenty-one United Nations was to get a percentage of total takings. By 

removing German plants, they would speed up the recovery of devastated 
areas, secure ample compensation and smash the German war potential beyond 
recovery. Under the final Versailles plan payments out of annual income 
would have dragged on for nearly seventy years ; the Potsdam plan was based 
on immediate capital deliveries and would be consummated in two and 
half years after the Conference. Profits, safety and justice could be combined 
in a single act of economic planning. 
Reparations were to come from three main sources : 
(1) German shipping. 
(2) German external assets (Class A). 
(3) Shares of German enterprises (Class B). Payments out of current 
production, 7.e. income payments were to be included in Class A. 


The taking over of German shipping and its distribution amongst the Allies 
presented no particular difficulty. But the appropriation of German external 
assets raised grave issues. Those domiciled in Finland, Hungary, Bulgaria, 
Roumania and Eastern Austria were to go to Russia and Poland; those in 
other countries were to be divided among nineteen nations, the Unite d States 
and the United Kingdom receiving 28 per cent. each, France 16 per cent., 
Greece 2.7 per cent., the Netherlands 3.9 per cent., and so on. 

The United States had persuaded themselves that German assets in neutral 
countries—patents, holding companies, organized international cartels and 
fugitive capital in the form of shares, bonds and bank deposits—were one of the 
main props of the Nazi State. Their confiscation would provide protection 
against its resurrection. It might, moreover, facilitate trust-busting at home 
and, apart from direct financial benefits, secure for American industries 
complete knowledge of German industrial research processes. No distinction 
was made between private investors who had managed to smuggle their 
fortunes out of reach of the Nazi State, often at the risk of their lives, bona fide 
commercial funds and Nazi-sponsored and directed holdings. The United 
States demanded extradition of all German assets. They offered the neutrals a 
share of the spoils, but supported their claims by economic pressure—black 
lists and blocking of funds. Switzerland furnished the test case. The Swiss 
Government failed to defeat the attack on private property. It did, however, 
Save a last shred of “ capitalist morality ’’. Whilst retaining half the proceeds 
to offset German private debts to private Swiss creditors, it released the other 
half only as Switzerland’s voluntary contribution to the rehabilitation of the 
occupied countries, and not for the benefit of the United States taxpayers. 
It safeguarded the property of Germans domiciled in Switzerland and com- 
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pelled the United States to pay at least lip service to the rights of private 
property by securing compensation in German marks to Germans whose 
property was confiscated. This disregard of compensation has been justified 
by asserting that the Allies were the legitimate heirs of the defunct Nazi State 
and possessed all rights inherent init. Yet the Nazi State had never abolished 
private property ; even when it despoiled its victims it devised some legalistic 
dodge to validate its acts of violation. Whether the Allies’ claim is sound 
may be doubted ; it is quite certain, however, that the iniquities of a totali- 
tarian state cannot be convincingly condemned by faithful imitation. 


I] 

The niainstay of the reparation scheme is Schedule B, comprising shares and 
equipment of German enterprises, which were to be transferred legally and 
removed bodily from Germany to the Allies. 

Germany was divided into two reparation zones, the Russian zone com- 
prising originally both the present-day Russian zone of occupation and the 
country east of the Oder-Neisse line, which is to be annexed by Russia and 
Poland. “This region—three times the size of Belgium—will not figure largely 
in reparation accounts, for the movable property which the ten millions of 
pe ople who formerly inhabited it have not taken with them has been looted by 
Russian-Polish armies, and their remaining immovable wealth is transferred 
to the two annexing powers. The value of plants, lands and houses subject to 
property tax of the four provinces completely incorporated into Poland and 
Russia amounted to about 13 milliard marks (650 million £) in pre-Nazi days. 
Russia ceded to the Poles reparation claims from the new territory assigned 
to them by the Potsdam Conference, after it had been pretty well combed out 

her. 

Russian claims are to be met by removals from the Russian zone, the region 


west of the Oder-Neisse line up to the Anglo-American zones ; similarly, the 


Western Allies’ claims will be met from their zones. Both groups are entitled 
to approximately equal reparations, the Russians undertaking to satisfy 
Polish claims, the Western powers to subdivide proceeds from the Western 
zones amongst the nineteen non-Russian-Polish members of the United 
Nations. Of the receipts under B, Great Britain was to get 27.8 per cent., 
France 22.82 per cent., the Netherlands 5.60 per cent., Norway 1.9 per cent., 
Greece 4.38 per cent., India 2.90 per cent and Albania 0.35 per cent. The 
United States, Canada and South Africa, to whom German tools did not mean 
much, either renounced their claims or reduced them (the United States to 
11.8 per cent.). To bring up Russia’s share to fully one-half, she was to receive 
25, per cent. of Western takings within two years after February, 1946, three- 
fifths of which (7.e., 15 per cent.) were to be paid for by her in foodstuffs and 
raw materials over a period of five years. About one-third of re movals was 
thus to come from the Eastern, and two-thirds from the Western zones.* 

Removals were limited by two somewhat elastic restrictions : 

(1) They were to consist of ‘‘ usable and complete industrial capital 
equipment ”’ which was “ unnecessary for the German peace economy’’. Its 





* Poland was to receive 15 per cent. from deliveries of the Russian zone proper after the 
Potsdan agreement and 30 per cent. of complete industrial capital equipment delivered to Russia 
from the Western zones 
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volume was to be determined by “ the Control Council under policies fixed 
by the Allied Commission on Reparations”’ within six months after the Potsdam 
agreement (February 2, 1946). Removals were to start immediately, but 
had to be taken into account in the final reckoning. Agreement was reached 
only late in March, 1946, subject to important reservations by Great Britain. 
German industrial production was classified in three groups : 

(a) Prohibited production (armaments, aircraft, shipbuilding, etc.). 

(6) Restricted production (steel, textiles, paper, etc.). 

(c) Unrestricted production (building materials, glass, pottery). 
This ‘‘ level of German industries plan ’’ reduced German industrial output 
to about 50-55 per cent. of its pre-war total ; restrictions on steel production 
went much further. It established a kind of compulsory cartelization, 
imposing quotas far more drastically than any cartel had ever done, with 
intent of reducing, not of increasing, the benefits of the industry concerned. 
Yet Section 12 of the Potsdam agreement demands the elimination of cartels, 
syndicates, trusts and other monopolist arrangements. Removals were to 
terminate within two years after the signing of the plan. 

(2) A second limitation decreed that payment of reparations “‘ should leave 
enough resources to enable the German people to subsist without external 
assistance ”’ 

Notwithstanding an infinite amount of painstaking labour by highly 
qualified experts, the scheme was mere guess-work. The fear that Germany 
might stage a spectacular recovery lurked behind all tentative calculations. 
In order to assuage it, it was stipulated that the average living standard of 
Germany must not exceed the average standard of living of European countries 
(excluding the United Kingdom and the Soviet Union). It will be a fascinating 
task for statisticians to construct this average standard of living index of 
European countries by judiciously combining, say, Albania and the 
Netherlands. 


Ii 


In the British and the United States zones the reparation settlement has 
already broken down. The United States have had to spend £50 millions and 
Great Britain {80 millions to keep alive the Germans in their zones. This is 
not the result of the removal of equipment from the Western zones, which has 
not gone far beyond a preparatory stage. The Western Allies blame it on 
the economic partition of Germany which has taken place in violation of the 
Potsdam agreement. Russia has turned her zone into a separate economic unit. 
She has removed everything which seemed useful for her recovery—as she 
was entitled to do. Beyond reparation from capital equipment, she has drawn 
payments from current production which, according to the Western Allies, 
ought to be reserved for buying essential imports. 

Russia has undoubtedly aggravated the problems of the Western zones by 
driving millions of deportees from Eastern Germany into them. Moreover, her 
armies have emptied and upset the breadbasket of Europe. But the main 
trouble of the Anglo-Saxon zones is due to the fact that war destructions, 
dislocations, deportations and limitations of industrial production have created 
a situation in which millions of Germans do not produce an income. Germany’s 
industrial potential always depended on ample imports of foodstuffs and raw 
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materials ; they had to precede production. As U.N.R.R.A. does not function 
for Germany, the Allies’ Governments have had to pay for them. Having 
paralyzed the credit system, they had to replace it by cash. It would un- 
doubtedly ease the situation if they could buy Eastern zone commodities 
with German marks ; they could not do so with Western goods, since sufficient 
quantities are not yet available. If the economic unity of Germany could be 
re-established, as stipulated at Potsdam, the Western deficit might be met by 
an Eastern surplus, though the bulk of agricultural imports to Western 
Germany came from areas ceded to Poland. This would raise production in the 
Western zones and generate additional income ; they could then export a 
surplus from current production, with which they could buy their own imports, 
— from the Eastern zones or from outside sources, and — repay 

y and by the advances the occupying powers have made to them 

The Western powers’ demand for the restoration of the economic unity of 
Germany aims at correcting a situation in which the Eastern zone, after large 

capital removals, can exist without external assistance and yet pay a tribute 
from current production, whilst the Western zones have had to rely on external 
assistance, even though little of their industrial equipment has actually been 
removed. Germany, as a whole, allowing for the export surplus of the Eastern 
zone, has an import deficit of {100 millions. The Western powers want Russia 
to renounce reparations from current production, to divert the surpluses to the 
Western zones and to share the expense of providing external assistance. 
The Eastern zone would either hand over its surplus without payment, or 
Russia would pay for it, or Russia would contribute pro rata to the costs of all 
imports into the Western zones. If Russia agreed, she would lose current 
reparation payments and sacrifice receipts from other reparation sources. If 
she merely renounced collecting reparations from current production, the 
Western Allies would have to bear the costs of external assistance, and part 
of their disbursements would go to the Russian zone. 

As matters stand, the division in reparation zones has worked exclusively 
for the benefit of Russia and Poland. Russia can secure 33} pet cent. removals 
from her own zone—she has not received the additional 164 per cent. (25 per 
cent. of the Western removals) to which she is strictly entitled, but she is 
recouping herself by reparations from current production. The Western 
powers, especially the Anglo-Saxon powers, have received very little from 
Western removals, and have had to make combined advances of £130 millions 
a fond perdue. They will hardly recover these advances during the period of 
two years within which the reparation settlement should be completed. 

It is now evident that the basic assumptions of the reparation plan were 
wrong. The Western zones’ actual production capacity is very low, far below 
the level conceded by the Allies ; some industries barely reach 10 per cent. 
of their former output. A good deal of equipment may be unnecessary for 
quite some time to come. Its immediate removal after surrender might have 
accelerated recovery in the Western countries, though the effort of physical 
transfer with an insufficient labour force over a badly damaged transportation 
system might well have paralyzed the Western zones completely. By now 
these countries need German coal rather than German tools. German miners 
cannot raise coal if they are not fed, and they cannot be fed unless somebody 
first pays for their food. The situation, no doubt, would be easier if there was 


an ak at = 


>, oo et 2k oe [6a 


i. ene ee a eee 


at fet aa to ae 


—— 


nction 
Laving 
ld un- 
odities 
ficient 
uld be 
net by 
estern 
in the 
ort a 
ports, 
repay 


ity of 
‘large 
ribute 
ternal 
' been 
istern 
ussia 
0 the 
ance, 
it, or 
of all 
trent 
s i 
, the 
part 


ively 
ovals 
5) per 
he is 
stern 
from 
lions 
rd of 


were 
elow 
ent. 
r for 
lave 
sical 
tion 
now 
ners 
ody 
was 





THE BREAKDOWN OF REPARATIONS 143 





no world shortage of foodstuffs, and if the infiltration of 15 million Germans— 
to quote Mr. Bevin’s latest figures—had not complicated it. But it is quite 
clear that the Western zones must be nursed into solvency before they can pay 
anything. As German external assets cannot be used for this—very appropriate 
—purpose, and as normal commercial loans are unobtainable, the Western 
Allies must willy-nilly act as bankers to their zones. They will have to get 
repayment from current production, after they have made the remaining 
capital equipment yield a sizable surplus. Whether the Western zones are 
part of an economically united Germany or become separated from the Eastern 
zone, they will never be self-supporting. They need imports for their own 
needs, for repayments and for reparations, first through credit, and later 
through exports. 

Russia cannot be expected to interrupt the collection of what she considers 
her dues until she has gathered in the ro milliard she unsuccessfully claimed at 
Yalta. The smaller the total of Western removals, and the more remote her 
chance of getting her 25 per cent., the more obstinately she will insist on 
payments from current production. By doing so she is integrating her zone 
into the Soviet economic system. Only fear on her part of a combination of 
the Western zones into an efficient economic bloc as a forerunner of Western 
European unification can deter her from continuing on this course. The 
Potsdam agreement is so loosely worded that she can always make out a good 
case. 

The maintenance of the economic unity of Germany is a political rather 
than an economic issue. Separation does not imply absence of economic 
intercourse, and even a very high tariff need not stop the flow of goods. But 
the economic partition of Germany does involve the economic, social and 
political integration of the Russian zone into the Soviet system of satellite 
states. The Western powers, it is clear, will have to evolve a less primitive 
reparation policy than they have hitherto pursued. They could combine 
security with profits by reorganizing the German enterprises they have taken 
over. By retaining a majority of voting shares in their hands, they could direct 
and determine production and distribution, and bring about the necessary 
co-ordination of European industries. They could put their shares into an 
International Holding Co. working under Government supervision and control 
exports, imports and profits. 


IV 


War and peace are the business of states. Reparations and indemnities 
are not perquisites of individuals, but of governments, who claim them for 
their taxpayers from the taxpayers of another country. The Potsdam agree- 
ment is a purely one-sided arrangement by a group of nations who have got 
control over all persons and resources of a defeated people. It converges on a 
number of different categories of properties, ships, external assets, plants, etc., 
and divides them amongst the twenty-one United Nations without the slightest 
distinction between public and private property ; for “ property ”’ as such, 
in contrast to income, was to be the source of reparations. 

From the Soviet point of view these proceedings are satisfactory, for 
private property has no rights in Russia. But the Western powers can hardly 
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enjoy a situation in which reparations are not the collective obligation of the 
German people, but are exacted by the confiscation of particular pieces of 
private property, chosen at random by arbitrary decrees of the occupying 
powers. The wording of the agreement is unprecise ; the Germans have no 
voice in its interpretation. The Allies can seize any type of property. In the 
Western zones its scope so far seems to have been limited to plants directly or 
indirectly connected with armaments. But the shares of any industry can be 
seized, and no provision for compensation has been made. It is evidently 
assumed that the ordinary shareholder of the dyestuff concern, the business 
of which was mainly commercial when he made or inherited his invest- 
ment, is a “‘ merchant of death’’, who deserves financial extinction. He is far 
worse treated than owners of land which, being immovable, is not being used 
for reparation purposes—except in Poland and Czechoslovakia, where govern- 
ments have assumed the right to despoil and deport alien owners without 
compensation. In the Russian zone large estates are being cut up for the benefit 
of small local farmers and other landless people ; they figure in the Soviet’s 
political schemes, not in their reparation claims. 

Sooner or later this problem of compensation will have to be faced (the 
Swiss Government, in the matter of the external assets, has already forced it 
into the foreground), for the Western powers can hardly wish to implant a 
haphazard, highly discriminating Communist regime in Germany. But com- 
pensation presupposes the existence of a German government which can 
assume the burden and distribute it amongst its taxpayers. The Potsdam 
reparation plan will either have to be implemented or reformed before such a 
government can be established. It will be one of the most difficult issues in 
the future peace treaty to make it take over this hereditas damnosa. In the 
meantime something will have to be done to prevent aimless pauperization of 
important German social strata. A central financial authority will have to 
be created and some guiding lines for providing compensation will have to be 
laid down for it. 

Russia will hardly co-operate in the establishment of a joint German 
treasury. If she did, a curious situation would arise. She has collected, and is 
collecting, ample reparations ; she, Poland and Czechoslovakia have, moreover, 
requisitioned the property of 15 million deportees, little of which will be 
included in “‘ reparations.’’ Yet a German government will rightly be expected 
to pay compensation, at least to those deportees who can claim German 
citizenship. A heavy compensation charge must fall on all German taxpayers, 
two-thirds of whom live in the Western zones, whilst compensation is to be 
given for properties under Russian, Polish and Czech control. Western 
German taxpayers will thus pay for Eastern confiscations. | This wil] not leave 
much taxable capacity in the Western zones from which the Western powers 
could draw enough income to recover their own advances and a sizable slice of 
reparations. They can neither kill the goose—there is no flesh on the bird— 
nor get its eggs, for it will not lay any until it is fattened up again. 

The glamour of the Potsdam reparation agreement has worn rather thin 
within barely twelve months. This is hardly surprising, for at bottom it is 
but a crude financial makeshift, a systematized replica of Nazi looting. It 
easily dovetails into Soviet practice and theory, but it conflicts in essential 
points with the social principles hitherto accepted by Western democracy. 
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Capital Market Control in Holland 
By J. H. Lubbers 


(Of the Netherlands Economic Institute) 
le the Netherlands, as in many other countries, Government control is 





characteristic of the transition from war to peace economy. It is many-sided, 

but in the financial sphere control of the capital market, in its widest sense, 
is perhaps the most fundamental in its implications. Part of this control is 
the restriction of dealings on the Amsterdam Stock Exchange. It is true that 
the Exchange was reopened in January, 1946, but so far the pre-war freedom 
of transactions has not been restored. 

The motives for this restrictive policy are to be found in the precarious 
position of the Netherlands at the moment of liberation—a position which 
necessitated the currency purge carried through by Finance Minister Lieftinck, 
with which capital market control is closely connected. To appreciate the 
realities behind Dutch financial controls, it is necessary first to understand 
the circumstances which, as a legacy of the German occupation, dictated the 
currency purge. 

In the first place, the war period was naturally characterized by a con- 
tinuous shrinkage in the supply of goods. By the Allied blockade the Nether- 
lands were cut off from the world markets. The Germans exploited the 
production apparatus for their war needs. Civilian production was more and 
more restricted; replacements, renewals and repairs of productive plant 
became gradually impossible ; stocks were exhausted. Moreover, substantial 
damage was caused by operations of war. Through these events the country 
lost about one-third of its total national wealth, which before the war was 
estimated at F1.33 milliards, at 1938 prices. 

In the second place, an enormous increase occurred in the amount of money 
in circulation. The note circulation increased from F1.1,149 millions on May 8, 
1940, to F1.5,518 millions on May 7, 1945; and the Minister of Finance 
estimates* that bank deposits increased from F1.1,480 millions to F1.5,014 
millions over the same period. Thus the total amount of money was quadrupled 
during the war. Two developments were responsible for this increase : 

(a) Large-scale forced deliveries of goods and services to the Germans ; 
these ‘‘ exports ’’ were paid for in German currency, which was converted 
into guilders at the Central Bank. The increase of the circulation resulting 
from this process is estimated at F1.6,000 millions. 

(b) A substantial increase in Government expenditure, as a consequence 
of heavy occupation costs (imposed by the Germans and amounting to 
F1.8,000 millions) and of the inevitable expansion of Government control, 
Government revenue being deficient in covering these expenses.§ 

These developments, an excessive flow of money against a sharply reduced 
flow of goods, form the background of Minister Lieftinck’s currency purge 





* In a White Paper concerning the “‘ purification of money in the Netherlands ’’, The Hague, 
jun 30, 1940. 

$ \ further consequence was an increase in Government debt. In June, 1939, consolidated 
and floating debts amounted to F1.3,200 and F1.758 millions respectively ; in May, 1945, these 


figures had risen to F1.5,800 and F1.6,800 millions respectively. 
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During the war the inflationary dangers of this situation were checked by 
price control combined with rationing. In consequence, a large amount of 
“ floating purchasing power ”’ came into existence, forming a latent source of 
inflationary pressure. Therefore a reduction of the amount of money in 
circulation was urgently needed as a first step to the restoration of monetary 
equilibrium. 

In July, 1945, the Fl.100 guilder notes were withdrawn from circulation 
(larger denominations had already been withdrawn during the German 
occupation, in 1943). This was an introductory measure. The main plan 
took effect two months later. As from September 26, 1945, all paper money 
was withdrawn but small change was excluded, to avoid a total dislocation of 
trade. The old notes had to be handed in and a blocked account was opened 
in exchange. At the same date all balances with banks, savings banks and 
clearing institutions were blocked. In the week in which the notes had to be 
handed in, the week to October 3, each Dutchman possessed only FI.10, in 
new money, which amount had previously been distributed by the rationing 
services. By this means, a simultaneous circulation of old and new money was 
restricted to the utmost. After October 3 the supply of new paper money was 
enlarged and the frozen bank and other balances were partly de-blocked in 
accordance with strictly defined criteria. 

This brought the currency purge to its second phase, the very important 
phase of de-blocking. Until then the purification measures bad been mainly 
technical in character, for the elimination of the excess money was, in fact, 
only a quantitative problem. This problem being solved, there remained the 
much more difficult problem of creating a new circulation which would not 
only be in accordance with the requirements of the Government, but would 
also make for a smooth working of the economic system. 

The monetary authorities were fully aware of the importance of the 
measures to be taken in this respect. This is proved by the following summary 
of the purposes of the purge as expressed by Minister Lieftinck in his White 
Paper and in several radio speeches : 

(a) The amount of money in circulation had to be reduced so as to 
restore a true monetary equilibrium. 

(5) Immediately after the liberation an exact registration of national 
wealth in all its components was necessary from a * fiscal point of view. 
The blocking measures accompanying the purge facilitated this registration. 
In this way the purge paved the way for measures for restoration of 
budgetary equilibrium. 

(c) The Government wished to confiscate all money which was earned 
in a “ blameful’’ manner during the German occupation. The purge 
facilitated the inquiry into the sources from which liquid assets had 
originated. In this way it served the restoration of juridically sound 
relations. 

(d) The purge facilitated the possibility of controlling the use of 
accumulated balances so as to conform to a general reconstruction ‘pro- 
gramme. In view of the interests of the community as a whole, a certain 
amount of control of the direction in which the available money was to be 
employed could not be omitted. 
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It will be seen, therefore, that a simple quantitative adjustment of the 
amount of money in circulation was by no means the sole purpose of the 
monetary authorities. In this connection directional control was of particular 
importance. The currency purge and also the restriction of Stock Exchange 
activity have to be seen as part of a much more comprehensive policy of 
planning the economy. 

Two sets of problems had to be solved. In the first place, problems in the 
real’ sphere : production had to be put in motion, provisionally with very 
limited means ; direct war damage had to be restored ; lost and obsolete plant 
had to be replaced, stocks replenished ; the low level of labour productivity 
had to be raised. Moreover, rationing remained necessary, because the pro- 
duction of consumption goods had to be kept within the limits set by the 
necessity of raising the production of investment goods. 

Secondly, there were the problems in the financial sphere, closely connected 
with the “ real ”’ problems. First, the necessary quantitative adjustment of 
the amount of money in circulation, already referred to. Then a qualitative 
policy of directing the flow of money, consisting in limitation of consumers’ 
expenditures and stimulation of savings. In addition to this, the Government 
wished to fix priorities for the different investment possibilities. In brief, it 
sought to influence both the flow of money and the flow of capital. Prevention 
of dissaving was one of the leading principles in this context. 

The Minister of Finance briefly summarized his point of view in a statement 
to the Dutch House of Commons on April 26, 1946, when he said that regulation 
of capital transactions was very difficult, with three principles underlying the 
measures taken: (a) preventing to the utmost the spending of past savings ; 
(6) energetic stimulation of new savings ; and (c) use of these new savings for 
the financing of those objects which under present conditions are especially 
important for the country. The Minister added that he had set up a ‘“‘ com- 
mission of investment’, to make recommendations about de-blocking for 
productive purposes. 

It is this Government policy of fixing investment priorities and preventing 
dissaving which is the mainspring of the restriction of Stock Exchange 
transactions. Minister Lieftinck himself declared, in a radio speech on 
December 21, 1945, that “‘ free money could not yet be admitted to transactions 
in existing stock, because an appeal had to be made for this free money for 
new capital formation for the benefit of the reconstruction ’’. It is true that 
fiscal and juridical considerations, too, made Government control of Stock 
Exchange dealings inevitable, but these considerations related mainly to the 
technical, and therefore less fundamental, aspects of the problem. 

One further important motive for Government control of the capital market 
remains to be mentioned. The Dutch financial authorities wish to stabilize 
interest rates at a low level—at a yield basis of about 3 per cent. for Government 
and other gilt-edged bonds. The objects of this policy, in Holland as 
elsewhere, are to lighten the burden of the greatly increased Government debt 
and to facilitate the resumption of trade activity. There is, however, a 
possibility that a cheap money policy may stimulate the ‘“‘ inducement to 
invest ’’ beyond reasonable proportions, whereas savings may fall short of the 
originally planned amount. MHence Minister Lieftinck has declared that 

‘freedom of capital transactions will be possible only when the volume of 
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savings has reached a level which will completely satisfy all Government 
and other investment needs’’. The Minister expects that it will take some 
years to reach such an equilibrium. 

What, now, are the restrictions imposed by the Government upon the Stock 
Exchange as such? During the war the Exchange was able to function only 
on a limited scale. It was closed in September, 1944, and, pending the 
formulation of positive financial measures, remained closed after the liberation. 
Even the end of the first phase of the currency purge, on October 3, 1945, 
did not bring a reopening. But in November, 1945, the Minister of Finance 
set up a commission of specialists to study the problem of the most desirable 
means of planning the capital market. This commission concluded, according 
to the White Paper, “ that an immediate restoration of a free capital market 
would be undesirable in the circumstances prevailing ; it would imperil the 
results of the currency purge ’’. Minister Lieftinck, too, declared that, although 
he supported the revival of a free capital market in principle, such an objective 
could not then be realized. 

Accordingly, a system of control of the different sectors of the capital market 
was set up. It was decided that the Amsterdam Stock Exchange should 
reopen in the first days of January, 1946, on a very limited scale. Only 
transactions in Dutch Government bonds and mortgage bonds were permitted 
(in this group no inflationary pressure on quotations was feared) ; and, although 
payments could be (indeed, had to be) effected from blocked accounts, the 
proceeds, similarly, had to be credited to such accounts. Furthermore, sales 
were allowed only by specific licence issued by the Stock Exchange Trade 
Association. Subsequently, this arrangement was modified to allow buyers to 
use free money, but the proceeds had still to be blocked on the seller’s frozen 
account. 

These regulations prevented the possibility of dissaving through the Stock 
Exchange, without in any way endangering the fiscal and juridical purposes of 
the purge. These objectives led, in February, 1946, to the beginning of the 
so-called “‘ security registration’’. All holders of shares and bonds had to 
hand in their securities before April 15, 1946, for registration with banks and 
stock broking firms. After taking charge of coupon and dividend sheets, 
these institutions had to pass details of the relevant data to the “ security 
registration ’’ section of the Council of Juridical Reconstruction. Owing to 
an overburdening of the administrative apparatus, however, this latter phase 
has not yet been reached. 

The desire for a loosening of the grip on Stock Exchange transactions 
became gradually stronger in the early months of 1946. With this purpose in 
view the Minister of Finance set up in April, 1946, a commission to prepare a 
widening of the market. The result was a substantial enlargement of the scope 
of business, through a ministerial decree which came into operation on May 10. 
As from this date, the general rule has been that buying of securities is only 
possible with free money. The first seller, 7.e., he who sells any security for 
the first time under the new decree, receives 50 per cent. in free money and 
50 per cent. on blocked account ; for American shares these percentages are 
60 per cent. in free money and 40 per cent. on blocked account. (American 
stocks, however, as explained below, are not yet admitted to quotation.) 
Subsequent dealings in stocks bought under this arrangement may take place 
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wholly ‘‘ in the free sphere ’’. Subject to this rule, a resumption of dealings, 
in addition to those in Dutch bonds and mortgage bonds, was permitted in 
Dutch industrial shares and shares in Dutch banks and credit institutions. 


. The Board of Management of the Stock Exchange Trade Association was 


gradually to extend the group of securities in which trade was permitted. 

What is to be said about this arrangement ? The Minister of Finance says 
in his White Paper that the freezing of 50 per cent. (40 per cent. in certain 
cases) of the proceeds is dictated both by financial considerations (?.e., repression 
of dissaving) and fiscal considerations. It is true that the partial blocking 
serves as a sufficient protection for the tax authorities. The monetary merits 
of the new system, however, are somewhat doubtful. Mr. J. G. Koopmans 
has already pointed out that, while the arrangement is satisfactory from a 
purely quantitative monetary point of view because every “ first ’ transaction 
reduces the amount of free money, it cannot be denied that it permits 50 per 
cent. of new savings to “ leak away ”’ by financing the dissavings of the sellers 
of the securities. 

These are the main characteristics of the present arrangement. Compared 
with the very restricted reopening in January, 1946, Stock Exchange trans- 
actions have been facilitated to a considerable extent. Nearly all domestic 
securities have now been readmitted to quotation. It will be some time before 
this is also the case with foreign (7.e., mainly American) securities. 

In the interests of reconstruction the Netherlands will inevitably have to 
buy considerable amounts of goods abroad, mainly in the United States, in 
the next year or two. An adverse balance of visible trade was normal before 
1940, the gap being bridged by shipping income, income from other services 
and from investments abroad. But it is impossible to reach equilibrium 
in the balance of payments by such means at present. One-half of the mercan- 
tile marine of the Netherlands was lost during the war. The country’s ability 
to export is well below the pre-war level. Foreign credits are indispensable. 
They have already been granted on a conside rable scale, for the Netherlands 
is a credit-worthy country. In addition, it possesses an important reserve of 
American securities, estimated at an amount of about F'l.2 billions. To prevent 
an excessive borrowing abroad, the Netherlands is ready to realize part of this 
reserve in a careful way. Pending this realization, American stocks are not yet 
admitted to quotation in Amsterdam. Discussions with the American 
authorities have taken place, but, in general, this expedient will be employed 
only in small doses. 

Holland’s intention to sell part of her precious external reserve is one of 
many proofs that, in the interests of a quick reconstruction, she is ready to 
shoulder squarely the burden she has to bear. Various restrictions, among 
them these restrictions upon the capital market, are characteristic of the present 
wearisome period of revival. For the time being a certain amount of Govern- 
ment control in various sectors of the economic life will inevitably have to be 
maintained. This Government control must be based on sound principles, 
as the principles of financial control explained above do seem to be—which 
means that an important condition of a speedy revival has been fulfilled. 
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Legal Decisions, 1925-1945 (v) 
By a Lecturer in Banking 


ANY readers of these notes will be familiar with the legal operation of 

garnishee orders, but it may be useful, especially for those whose 

knowledge has grown rusty owing to years of absence on national 
service, to examine the gist of the cases decided since Vol. III of Legal Decisions 
was published. . 

The majority of these decisions turn on agornagel the account sought to 
be attached is, in fact, attachable and Harrods Ltd. v. Tester (1937) is a con- 
venient example of one of them. The garnishee ooh in question was served 
by Harrods on the Westminster Bank, and the facts were these : The attached 
account stood in the name of Mrs. Tester, but it had been fed throughout by 
moneys belonging to her husband, she having no money of her own. The 
husband maintained that the account was from beginning to end an account 
of his moneys and that he mainly paid in in order to enable his wife to meet 
the household accounts. He had power to sign on the account. The wife 
ran up a bill with Harrods Ltd. and that company, being unable to get it paid, 
garnisheed the bank account. The question was, could the creditor attach 
the balance ? 

The issue, in the first place, came before Master Ball, who found that, as 
all the moneys belonged to the husband, the account was not attachable by 
the garnishee order. The divisional court agreed with the Master as to the 
facts but it held that as the purpose of the account was to pay domestic debts, 
and as the debt in question was a domestic one, the money in the bank was 
subject to the garnishee proceedings. The husband thereupon went to the 
Court of Appeal, who reinstated the Master’s decision. 

Lord Wright, M.R., said the divisional court’s decision apparently gave a 
right to Harrods, as creditors of the wife, to claim a trust or some contractual 
right in the moneys on the ground that the husband had somehow appro- 
priated them to the payment of Harrods’ debt. 

3ut what were the facts ? There was a pre sumption where a husband paid 
moneys into an account in his wife’s name of a provision in favour of a wife. 
This, however, was only a prima facie presumption and after an examination 
of the circumstances here everything pointed to the money being held in 
trust for the husband. A bank could not be garnisheed, though the account 
was in the name of the judgment debtor, if it could be shown that no part 
of the money in the bank was the debtor’s own ; and unless it could be shown 
here that the husband had a fraudulent scheme to evade his liabilities, then 
Harrods’ claim must fail. 

This decision is valuable because of the argument leading up to it. We are 
not told what the bankers did on receiving the garnishee order, but they 
probably accepted it and left the dispute to be fought out between the husband 
and the judgment creditor. 

Another husband-and-wife case was Hirschhorn v. Evans (1938). Mr. and 
Mrs. Evans had a joint account at Barclays Bank, either party to sign. 


Hirschhorn, who was a judgment creditor of Mr. Evans, obtained a garnishee 





on of 
vhose 
‘ional 
'STOMS 


ht to 

con- 
orved 
iched 
at by 

The 
Sount 
meet 

wife 
paid, 
ttach 


it, as 
le by 
o the 
lebts, 
¢ was 
) the 


ive a 
ctual 
ppr¢ - 


paid 
wife. 
ation 
ld i 
‘ount 
part 
hown 
then 


e are 
they 
band 


and 
1. 


Sigl 


ishee 





LEGAL DECISIONS, 1925-1945 151 





order against the bank and sought to attach the balance on this joint account, 
the only one the debtor had at that bank. As the account was in the joint 
names, and not in the name of the judgment debtor alone, the bank took 
the view that the summons did not attach any part of their debt on the joint 
account, and that they could not dishonour cheques on the joint account on 
the strength of the order. In the result, cheques continued to be drawn on 
the account until all the balance was exhausted and there was nothing left 
to attach. The majority of the Court of Appeal agreed that the bank were 
right to ignore the summons and Slesser L.J.’s comment puts the Court’s 
reason clearly : : “One has to look at the account as a whole, and, looking 
at the account as a whole, I think that it is in the nature of a joint account 
on which the bank are liable to both parties jointly, and, consequently, the 
garnishee order is misconceived in stating that the bank are indebted to the 
judgment debtor—whereas they are indebted to the judgment debtor and to 
his wife jointly.”’ 

The last decision worth noting is Plunkett v. Barclays Bank Ltd. (1936), 
because it settled what a banker ought to do when X’s accounts are garnisheed 
and he finds that one of them is impressed with some kind of a trust. Plunkett 
was a solicitor who maintained two accounts with the defendant bank, one 
his trading account and the second an account headed “ Clients’ Account ’ 
and opened in compliance with the Solicitors Act of 1933. A garnishee order 
in the usual terms was served and the bank blocked both accounts, so that 
when a cheque on the Clients’ Account was presented it was returned unpaid 
on the ground that the garnishee order attached the balance. The solicitor 
brought an action against the bank and lost it. The following abstract from 
du Parq J.’s judgment shows why : he, the judge, found it impossible to say 
that money paid into a Clients’ Account kept with a bank in the name of a 
solicitor was not a debt owing from the banker to the solicitor. It could not 
be denied that the relation of debtor and creditor subsisted between the bank 
and the solicitor. The solicitor might at any time draw a cheque on the 
account, and the bank must honour it. 

At the same time, his Lordship pointed out that those who applied for the 
garnishee order should take care to exclude from it mone y in the beneficial 
ownership of third parties—but that was nothing to do with the bank on 
which the order might be served. 


3ANK ADVANCES 


The legal decisions relating to bank advances are frequently important 
and a few of the more outstanding cases deserve attention here. 

Starting with advances secured by guarantees, there are one or two useful 
points about MacKenzie v. Royal Bank of Canada (1934), a Canadian case 
which ended up before the Privy Council. The plaintiff was a married woman 
who had given the defendant bank a guarantee (with pledge of securities) in 
respect of the indebtedness of a company in which her husband was the 
principal shareholder. Things went wrong with the company and the bank 
closed down on her shares. She thereupon brought an action to recover the 
shares on the grounds that the contract was induced by undue influence and 
by misrepresentation. 
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Lord Atkin, a great judge, delivered the Privy Council’s decision. He 
found that if the bank had been bound to prove that the lady had had indepen- 
dent advice, they would have had great difficulty in doing so. But the transac- 
tion was not one in which there was an onus on the bank to prove any such 
thing ; it was for the wife to prove that undue influence was exerted, and the 
evidence showed that the lady possessed and exercised a will of her own. 

So. far the bank were on strong ground, but they lost the case on the 
ground of misrepresentation. ‘‘A contract of guarantee,” said his Lordship, 
“like any other contract, is liable to be avoided if induced by material mis- 
representation of an existing fact, even if made innocently.’’ On the facts, 
a very serious misrepresentation was proved and it followed that the defendants 
were ordered to hand back the shares which they had taken from the surety. 

To pass to another point, section 44 (1) of the Bankruptcy Act, 1914, was 
included in order to protect the creditors generally of a bankrupt from any 
attempt by him to prefer particular creditors. In more than one way this 
section has involved innocent parties in hardship and the case known as Re 

Conley (1938) is a good example of how the provision in question may affect 
the banker who has lent mone y toa person who comes to be adjudged bankrupt. 

In April, 1931, and again in May, 1933, the wife of one Conley deposited 
with Barclays Bank War Loan as collateral security for his indebtedness to 
the bank. In February, 1933, Conley’s mother de ‘posited certain War Loan 
and building society shares ioe the same purpose. Similar arrangements were 
subsequently made with Lloyds Bank. Shortly before November 16, 1934, 
Conley paid large sums into his accounts so that on that day the accounts 
were in credit and, very soon after, the wife and mother demanded (and 
obtained) the release of their securities. On November 30, Conley’s business 
was closed and he was made bankrupt. The securities in question were merely 
deposited with the two banks concerned and neither Mrs. Conley nor Conley’s 
mother had given any covenant or undertaking to pay any sum to the banks. 

The trus stee in Conley’s bankruptcy sought to establish that Mrs. Conley 
and Conley’s mother were guarantors for the debts due to the banks on the 
overdrafts, that the payments made to the banks extinguishing the overdrafts 
were made with a view to giving the guarantors preference over other creditors, 
and that those payments were accordingly void as against the trustee. 

The heart of the matter was whether the de positors of the security were 
in fact guarantors. In the lower Court the judge held that the section of the 
Bankruptcy Act then invoked referred only to cases of guarantee strictly so 
called—namely, cases where a personal liability was undertaken—and did not 
include the case of a person who, without incurring personal liability, might 
charge his property by way of security for another’s debt. This interpretation 
was held by the Court of Appeal to be too narrow, on the ground that the 
assumption of personal liability was not a necessary element in suretyship, 
and judgment was given in favour of the trustee. 

Here, then, the creditor (the bank) was forced to pay over to the trustee 
and was left with his debt unsatisfied. Could he “ get back ” at the guarantor 
whose security had been released ? The Court of Appeal was anything but 
hopeful, and the Master of the Rolls said: “ a surety who, in addition to 
undertaking a personal liability, charges his property as security, will be 
entitled to keep the security as against the creditor who has been compelled to 
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refu [t therefore follows that a bank which accepts repayment of a 
guaranteed overdraft, and thereupon releases the security deposited by the 
guarantor, has no effective recourse ag — the guarantor should the payments 
creating the repayments be held to be ‘ ‘ fraudulent preference "’ within the 
meaning of the Bankruptcy Act. 


[t is aconvenient step from this decision to the first of two limited company 
cases worthy of notice—Hunter v. Hunter and others (1936). The facts her 
were complicated but their substance was as follows: S. Hunter guaranteed 
to Lloyds Bank the overdraft of Cawthra and Co. L td., of which company he 


was chairman. He supported his guarantee zntery alia by the deposit of 800 
shares in a private company, Thomas Hunter Ltd., and signed a memorandum 
in the usual terms, showing the shares as security for the repayment on demand 
f the habilities of S. Hunter to the bank. 


S. Hunter was the registered holder of 1,146 shares in Thomas Hunte1 
Ltd., the remaining shares being held by other members of the Hunter family 


whe re also on the board, but S. Hunter himself was not a director. The 
com] ’s articles of association restricted the rights of transfer in the way 
usual with private companies, in that a member desiring to sell his shares 
had to offer them at the auditors’ valuation to the other members, and ther 
was also an article stating that ‘‘ no member shall be entitled to transfer any 
shar herwise than in accordance ’’ with this limiting provision 

Some time after the advance to Cawthra and Co. Ltd. had been granted 
the bank became dissatisfied with the overdraft and made formal demand on 
5. Hunter for payment under his guarantee. TYollowing on this, negotiations 
took place, with the result that the overdraft was allowed to continue and 
5. Hunter deposited his remaining 346 shares in Thomas Hunter Ltd. It was 
then agreed that all the shares should be transferred into the names of the 
bank’s nominees, and the relative transfers were duly passed by the company’s 
dire ] 

A r later the bank informed S. Hunter in writing that either he must sell 
his shares in Thomas Hunter Ltd. or else the bank would deal with them in 
der io clear the overdraft. S. Hunter took no steps and the bank accordingly 
gave tice to the secretary. The shares were then sold to T. Hunter, the 


company’s chairman, everything being apparently done in proper form as 
required by the article s of association. 


2 ionths later two actions were brought, one by Mrs. Hunter, a share 
holder in Thomas Hunter Ltd., and the other by S. Hunter himself, claiming 
that the transfer of the 1,146 shares to the bank’s nominees, and their subse- 
quent transfer to T. Hunter, were null and void as contrary to the articles. 


In addition, S. Hunter claimed that he was entitled to redeem his shares, 
upon the ground that the bank had sold the shares without first demanding 
payment from him as guarantor. 


House of Lords held, on this latter plea, that the bank’s notice that 
they would sell the shares did not amount to a demand for payment, and 
that the original demand for payment was not effective in view of the giving 
y S. Hunter (and acceptance by the bank) of further security, Apary amounte d 
t ver of that demand. ‘“ The right of sale,”’ said the Lord Chancellor 
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is a very drastic remedy and it is essential for the due protection of borrowers 
the conditions of its exercise should be strictly complied with.’ 
[his decision was enough to settle S. Hunter’s case in his favour, but the 


House of Lords went on to confirm that the transfer of the shares into the 


that 





1ames of the bank’s nominees and subsequently from them to T. Hunter 
as invalid. The Lord Chancellor said that the bank’s mght course was to 

have taken from S. H r letters addressed to the auditors and the secretary 

respectively in bla r they could have taken a power of attorney to write 
_ 2 1 


such letters on hi .alf. His Lordship added that, in his opinion, the 
transaction had not | ndered «lira vires the company, and the transfer 


x the assent of all the shareholders. 


could have been d by ol tain 
Phere are at » lessons of this case. First, a bank should be careful 
to demand paym¢ efore selling the surety’s security—or the principal 


debtor's for that matter. Secondly, the lender should always scrutinize very 
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carefully the articles of association of any private company whose shares may 

f } ae ee Oe ¢ ee i a a ait dee : 

De oliered as secu! for there is often something in these articles whi will 
nake the share wkward cover for an advance. 


A View of Exchange Control 
By Paul Finzig 











sec h thi ent will introduce its Exchange ¢ rol 
Bill dut the autum id in all probability it will become law by the end 
iT] t yi veneral charact i the future of 
r ) ( 1 i¢ ith SS1 f Tu BA) 
( le! ec j 7 eC vhich « rve att 1ti0 
he s of th i] to adapt our machinery of ¢ ol 
S ie | Woods system, unc vhich sterl is 
be de v ¢ y] ( t requirements the middle « 
\ t ctio ¥ nsfers are to be retained. Th 
estoration of com lity of rling, as last month's article pointed out, 
t necessarnuy i a return to Ire k iling in the pre-war sense. While 
se wanting foretg1 change for authorized current impor will be to 
I requ ’ ir | without any special permit, and 
verseas holders of new or freed sterling will likewise be able t ‘quire excl x 
( ! . he banks | probability, remain under obligation 
id 3 list « eir transactions to the Bank of England. It is unlikely, 
( will be at ] y to transact bus 
nst ad j pg i rom, and I] t tne Bank of Engle i he 
ill dout ss retain the power to keep a vigilant eye upon transactions bet 
banks as well as tl betw banks and their customers. Although 
eli y exchange permits (as distinct from import permits or general 


that in some way the banks will bi 

held responsible for any transactions which lead to unauthorized capital 

ation. It remains to be seen how those in charge he 

drafting of the Bill have solved the extremely difficult task of discriminating 
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It seems probable that, in order to be able to enforce discriminatory restric- 
tions against capital transfers, the Government may desire to make it com- 
pulsory for banks to supply the Bank of England with detailed information 
about the accounts of overseas customers. Such information was supplied 
during the war under the Trading with the Enemy Act, the application of 
which has, however, come to an end. The new Bank of England Act empowers 
the authorities to demand information from the banks, but it will be 
remembered that, thanks to pressure during the debates on the Bill, this 
power was specifically restricted to preclude the obtaining of information 
about individual accounts. Moreover, even if the Government could secure 
legal power to obtain such information, it would not in itself significantly assist 
the authorities in the enforcement of exchange restrictions in this country. 
Only if other governments adopted similar measures would it be possible to 
develop a complete system of reciprocal exchange of information. Such dis- 
closure of information would be highly distasteful to the banking community, 
as it is contrary to the well-established principles of banking secrecy, principles 
which have hitherto been respected in times of peace. Nevertheless, the 
Government might conceivably find the technical difficulties of operating 
without it almost insuperable, in view of the fact that, as a result of the 
abolition of censorship (which could scarcely have been effective for this 
purpose in any case now that freedom of personal movement is being restored), 
there is no other way of tracing illicit holdings of foreign balances. Be that 
as it may, this country would be likely to be at a disadvantage under a system 
of legalized disclosure, since citizens of most other countries are decidedly less 
law-abiding than Britons, so that, while the British authorities would be 
supplied with reliable information about illicit foreign holdings of sterling, the 
reciprocal services on the part of foreign authorities would probably be con- 
siderably less dependable. 

It seems probable, in any case, that it will remain compulsory for exporters 
to declare the proceeds of their exports, even though they may possibly be 
allowed to dispose privately of their foreign exchange by selling it to importers 
or other legitimate buyers through the intermediary of their banks. It is 
highly probable, too, that the penalty for non-compliance with this obligation 
and for any other form of violation of the Exchange Control will be stiffened 
considerably under the new law. The Government’s view is believed to be that, 
while during the war patriotic considerations prevented most people from 
evading exchange restrictions in spite of the comparative mildness of the 
penalty clauses, very stringent penalties will be required to enforce the new 
system of control. 

It is to be hoped that the Exchange Control Bill will contain adequate 
provisions, or leave adequate scope, for forward exchange facilities. In the 
absence of a free market in the pre-war sense, no adequate forward exchange 
facilities can be expected to develop of themselves and the business community 
will have to rely on the authorities to provide them. This will be all the more 
necessary, as under the Bretton Woods system private interests are, in given 
circumstances, actually precluded from providing forward exchange facilities. 
A limit will be placed on the premium or discount of forward rates against spot 
tates, and, if no private buyers or sellers were forthcoming at the official limit, 
then the business community would simply have no forward exchange facilities 
at all unless they were provided by the Government. Under the war-time 
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system the Bank of England has been the buyer and seller of the principal 
forward currencies at a fixed rate. Some such arrangement may have to be 
utilized under the new system. It is to be hoped, however, that the Govern- 
ment will not be content simply to perpetuate the war-time arrangement, but 
will extend it considerably to meet peacetime requirements. To that end it 
will be necessary for the authorities to quote all forward exchanges, not only 
the few rates quoted during the war. 

In addition, the Government should take this opportunity to provide 
forward exchange facilities even beyond those available before the war. The 
absence of any possibility of covering the exchange risk for long periods was a 
grave defect of the pre-war foreign exchange market. While it was easy to 
cover the risk up to three months, or even up to six months, beyond that it 
became very difficult, if not altogether impossible. As a result, firms under- 
taking long-term contracts abroad were exposed to exchange risk and, in more 
than one instance, suffered grave losses. Since the Government has decided to 
perpetuate official intervention in foreign exchanges, it is not too much to 
expect the Treasury to provide long-term facilities. British exporters and 
contractors are surely entitled to expect the Government to assist them in this 
way in their efforts to raise the volume of exports well above pre-war level. 
The Export Credits Guarantee Department provides the necessary safeguards 
against credit risks and transfer risks. It is necessary to complete the system of 
official safeguards by providing guarantees against exchange risk. Mr. Dalton 
has a unique opportunity to prove that he can be constructive as well as 
restrictive. It remains to be seen whether he will seize it. 

Another problem which will have to be dealt with by the Exchange Control 
Bill is the relation between Britain and the overseas sterling area. Under 
the Bretton Woods plan there must be no discrimination, which might possibly 
be construed as meaning that the restrictions to be maintained on capital 
transfers to countries outside the sterling area will have to be applied to 
countries of the sterling area. On the face of it, given the need to prevent 
transfers of accumulated sterling balances for purely capital purposes, this 
might seem to threaten the opening of new loopholes in the restrictions on 
capital transfers, as we cannot assume that the discrimination between current 
and capital transfers will be enforced as effectively in the Dominions and other 
sterling area countries as in the United Kingdom. Actually, however, there 
appears to be no immediate cause for concern in this respect. It seems unlikely 
that the countries of the sterling area will restore the convertibility of their 
currencies before the time limit of five years fixed by the Bretton Woods plan 
has expired. This means that their exchange control is likely to be more 
effective than ours. There is every inducement for the sterling area countries 
to maintain full exchange control for the time being, since under the Anglo- 
American loan agreement this country may enter into discriminatory arrange- 
ments with countries whose currencies are inconvertible. 

The idea of applying restrictions to the flow of capital to the Dominions 
is open to objections in principle. But in practice the liberal granting of permits 
for capital transfers within the sterling area would go a long way towards 
mitigating the adverse effect of such a rule. In any case, it is by no means 
certain that a formula may not be found to avoid altogether the imposition of 
a barrier, however formal, to the flow of capital between this country and the 
rest of the Empire. 
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Northern Ireland Finances 
By Major J. M. Sinclair, MP. 


(Minister of Finance for Northern Ireland) 


Revenue and Expenditure (the White Paper presented by the Chancellor 

in opening his Budget), or of the weekly accounts of the Exchequer which 
appear in the London Gazette, discloses an item of expenditure met from the 
Consolidated Fund under the description “ Payments to Northern Ireland 
Exchequer ’’. The necessarily terse description of this issue from the United 
Kingdom Exchequer (or, as it is more commonly known in Northern [reland, 
and will be afterwards described in this article, the Imperial Exchequer) has, 
perhaps, given rise in some quarters to a misapprehension of its meaning. In 
other words, it may have been assumed that the payment represents some form 
of subsidy to the local finances of Northern Ireland at the expense of the 
taxpayers of Great Britain. 

Such an assumption is entirely erroneous. This item actually represents 
only a residue of the taxation from Northern Ireland received in the Imperial 
Exchequer, and, as will be shown, Northern Ireland not only meets the cost 
of its own local services, but, in common with the rest of the United Kingdom, 
contributes a substantial share of its taxation to the Imperial Services, that is, 
to the burdens which rest on the United Kingdom as a whole. (Readers of 
THE BANKER will recognise that references to the United Kingdom mean the 
United Kingdom of Great Britain and Northern Ireland.) 

It may be appropriate, therefore, to review as briefly as possible the nature 
of the relations of the Northern Ireland Exchequer with the Imperial 
Exchequer. The essential feature is that, while the local administration 
possesses fairly wide powers, delegated by the United Kingdom legislature, so 
far as expenditure is concerned, its powers of taxation are strictly limited. 

Transferred expenditure covers the entire field of social services, adminis- 
tered in parity with Great Britain standards, education, law and order, agri- 
culture and fisheries, harbours, and commercial services. Taxation imposed by 
the Northern Ireland legislature produces only a relatively small proportion (at 
present about 20 per cent.) of the revenues required in its own Exchequer to 
meet such local expenditure. The larger part of Northern Ireland Exchequer 
receipts is derived from the Imperial Exchequer in the form of a share of the 
“reserved ’’ taxes. On the other hand, these Northern Ireland receipts, it 
should be emphasised, represent only a part of the yield of United Kingdom 
taxation imposed on Northern Ireland and collected by the Revenue Depart- 
ments of the Imperial Government in Northern Ireland as elsewhere in the 
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Kingdom. They are at present (and during the war were very substantially so) 
a smaller proportion of the total than that retained in the Imperial Exchequer. 

The bulk of Northern Ireland taxation, including the major forms such as 
those on income or profits and the Customs and Excise duties, is imposed by the 
Chancellor at Westminster at the same rates exactly as those current in Great 
Britain. This taxation is collected by Imperial Departments and paid in its 
entirety into the Imperial Exchequer. It will be appreciated that in the 
accounts of the latter the Northern Ireland portion is not in any way identified 
as such, and simply forms part of the revenues classified under the appropriate 
heads of Income Tax, Surtax, Excess Profits Tax, Customs and Excise duties, 
and so on. 

It is necessary, however, for the purpose of the statutory arrangements 
governing Northern Ireland finances that the yield of such Imperial taxation 
should be known and the amount is accordingly ascertained departmentally. 
[t is allocated as follows :— 

(1). The actual cost in full of services performed by the United Kingdom 
administration on behalf of Northern Ireland. This amount is retained in 
the Imperial Exchequer as a complete offset to this cost. These services, 
known as Reserved Services, include the Post Office, the Supreme Courts of 
Justice, the Revenue Departments, the Savings Banks, and Northern Ire- 
land’s share of all-Ireland liabilities existing in 1921, including superannua- 
tion, land purchase, etc. 

(2). The amount required by the Northern Ireland Exchequer, which, 
when added to its local or transferred revenues, will cover its local expendi- 
ture. This, known as the Northern Ireland Residuary Share of Reserved 
Taxes, is issued from the Imperial Exchequer to the Northern Ireland Ex- 
chequer and is the item referred to in the first paragraph of this article. 

(3). The balance of Northern Ireland revenue remaining in the Imperial 
Exchequer after offsetting (1) and paying over (2) constitutes the Northern 
Ireland Imperial Contribution, that is, a contribution towards national and 
Imperial services, which mean, inter alia, the Crown, the Defence Services, 
foreign and colonial services (including overseas trade), and the National 
Debt of the United Kingdom, including, naturally, the cost of the war. 

As already mentioned, the annual cost of Reserved Services and the annual 
amount of the Imperial Contribution are not earmarked as such in any published 
accounts issued by the Treasury, though the relevant figures appear in Northern 
Ireland publication. It follows that the only item thrown up in the Imperial 
Exchequer accounts is that relating to the payment to the Northern Ireland 
Exchequer of the appropriate allocation under (2) above, 7.e., the Northern 
Ireland Residuary Share of Reserved Taxes, which, as will be apparent, is not 
by any means a subsidy but is derived from moneys collected in taxation in 
Northern Ireland itself. 

In the allocation of Northern Ireland reserved revenues under the three 
heads mentioned, the most important question is obviously the determination 
of the amount to which Northern Ireland is entitled to cover the cost of local 
services. The determining principle is that, in regard to such locally-adminis- 
tered services, Northern [reland should make provision for absolute parity 
in expenditure with Great Britain on social services, and for relative parity, 
having regard to special local conditions, for other services under its control. 
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ly so) The determination of the allocation of these reserved revenues, and of any 
“quer, question affecting the relations between Northern Ireland and the Treasury, 
ich as rests with a statutory body known as the Joint Exchequer Board, consisting of 
ry the one representative each nominated by the Treasury and by Northern Ireland, 
Great with a Chairman appointed by the Crown. In practice, the close relations of the 
in its Treasury and the Ministry of Finance for Northern Ireland in matters of finance 
n the and administration mean that questions which must be the subject of the 
tified Board’s approval are submitted to the Board in the form of agreed and joint 
priate recommendations by both parties. 
uties, From the outline which has been given it will be apparent, of course, that 
as Northern Ireland pays for its own local services, the Imperial Contribution is 
nents intended as a contribution towards “ Imperial ’’ or United Kingdom services 
‘ation which fall to be met from the Imperial Exchequer and which constitute to-day 
tally. a declining proportion of the total expenditure authorized at Westminster, 
the greater part of which is spent on those social services which in Northern 
edom [reland are dealt with by the local legislature. 
ed in As a net amount retained in the Imperial Exchequer after Northern Ire- 
vices, land’s “‘ parity ’’ needs for local expenditure have been provided, the Northern 
rts of Ireland reserved revenue, which constitutes the Imperial Contribution, is an 
» Ire- indication in the first place of the taxable capacity of this area under conditions 
inua- of exact parity in taxation over the United Kingdom, and, in the second, on a 
small scale of the relative proportions in which the proceeds of taxation are 
hich, required for Imperial services (including war costs) and social expenditure 
endi- respectively. 
erved ee a ; , 
| Ex. rhe following table shows these various apportionments : 
ae NORTHERN IRELAND RESERVED REVENUE 
perial 
thern eum Paid to 
| and — in Imperial — oe 
vices, | Cost of Exchequer Total 
ional Reserved Imperial Residuary Reserved 
Year Services o Contribution %, Share % Revenue 
f £ £ £ 
nual 1921/22 to 1938/30 | | 
ished Bf soigo-. |. 24328 eon 22 i -« son 
thern 1940/41 to 1944/45 
yer ial (average) ++ 3,067 8 25,630 68 9,300 24 37,997 
land (provisional) -» 3,374 7 34,500 65 12,410 25 50,284 
thern 1946/47 (estimrated) 3,492 5 22,500 19 19,498 43 45,490 
s not 
on in The amount retained by the Imperial Exchequer rose from a pre-war 
average of 40 per cent. of the total reserved revenue to a war-time figure of 
three 76 per cent., and, following the United Kingdom post-war trend generally in 
ation reductions in taxation and increases in expenditure on social services, the 
local estimated proportion for the current year is 57 per cent. of the total. The 
1inis- progressive course of taxation over the United Soe Hs as a whole is indicated 
arity by the respective amount of the yields of various years, bearing in mind the 
rity, taxable capacity of a relatively small and mainly agricultural community. 
ol. The Imperial Contribution reached a maximum figure of £36,300,000 in 1944-45, 


D2 











160 THE BANKER 


the total revenue of Northern Ireland for that year, both reserved and trans- 
ferred, being approximately {£57,000,000. 

Enough has been said to show that under conditions of both peace and war 
Northern Ireland, according to its capacity, has borne its share in taxation 
burdens, in common with the rest of the United Kingdom. However, the 
principle has been enunciated at Westminster that if the total yields of taxation 
at the same rates as in Great Britain fail to produce in Northern Ireland a 
sufficient amount to maintain its local services in a parity with the rest of the 
Kingdom, means will be found to make up any such deficiency ; in other words, 
the Imperial Contribution for such a year would be a minus quantity. 
Naturally the aim of a Northern Ireland Minister of Finance must be to provide 
a substantial contribution towards the cost of Imperial Services, as, apart from 
the natural desire of the Northern Ireland people to contribute their fair share 
of these, such a result reflects the existence of prosperous conditions in the 
Province. The need for considering how a minus contribution could be met has 
never arisen in practice, since, in the whole course of its administration during 
the last twenty-five years, Northern Ireland has been able, even in the 
darkest years of depression, to provide at least a moderate Imperial Con- 
tribution. 

As Northern Ireland finances are so largely concerned with the allocation of 
its reserved revenues, most of this article has been devoted to this aspect, but 
some reference is desirable to the local and minor source of its revenues, 1.e., the 
transferred taxes. These, which are fixed by the Northern Ireland Parliament 
but are, in the main, at the same rates as in Great Britain, consist chiefly of the 
Estate Duties, Stamp Duties, Motor Vehicles Duties, certain Excise Licence 
Duties, including Entertainments Duty, and miscellaneous items of various 
kinds producing at present a total of about {5,000,000 per annum. 

As already mentioned, these provide at present about 20 per cent. of the 
revenue necessary to cover expenditure under the control of the Parliament of 
Northern Ireland, estimated at approximately £25,000,000 in the current finan- 
cial year, the remainder of this expenditure being provided by the Residuary 
Share of Reserved Taxes. But while these transferred revenues can by no 
means be regarded as negligible, in considering their position in relation to the 
total revenues of Northern Ireland, both reserved and transferred, it should be 
remembered that they constitute only 10 per cent. of that total. 

The integration of Northern Ireland finances, both public and private, with 
those of Great Britain, is further illustrated if we turn to Government debt and 
borrowing from the public. So far as public subscription to the various forms 
of Government borrowing is concerned, the proportion required by the local 
administration is relatively negligible and these moneys, in an even greater 
proportion than that applicable to the destination of taxation receipts, enure to 
the Imperial Exchequer. As has been mentioned, the Post Office and Trustee 
Savings Banks in Northern Ireland are controlled by the Imperial Government, 
and the local administration is not concerned in any way with the proceeds from 
such sources. Further, all Imperial Government securities issued for sub- 
scription attract local investors. Some indication of the extent of Northern 
Ireland holdings of such securities may be found from the figures given in the 
United Kingdom Finance Accounts of amounts registered on the Belfast 
register. Even this is by no means complete as, apart from the Post Office 
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register for smaller amounts, many holders prefer to remain on the Bank of 
England register. 

The limited call of the Northern Ireland Government for capital subscrip- 
tions for its own local purposes is indicated by the facts that, not only were no 
fresh borrowings for such purposes undertaken during the war, but the entire 
proceeds of its own local issue of Ulster Savings Certificates, totalling some 
£22,000,000, were re-lent to the Imperial Exchequer for war purposes. Capital 
subscriptions to the various forms of war-time borrowing produced over 
{155,000,000 from Northern Ireland. 

The capital debt of the Northern Ireland Exchequer at June 30, 1946, con- 
sisted of {22,360,000 Ulster Savings Certificates (of which {18,419,000 was 
reinvested with the Imperial Exchequer), £2,995,300 Northern Ireland 33%, 
Stock, 1950/54, and {2,765,000 advances from the Government Loans Fund. 
Treasury Bills amounting to {1,000,000 were also outstanding, but this form of 
borrowing, at a rate approximating to that obtainable by the Treasury, is 
undertaken only for the purpose of financing the temporary revenue deficits 
normal in the earlier months of a financial year, and no unfunded Northern 
Ireland debt exists at the close of a year. 

The net capital debt of Northern Ireland is entirely secured on repayable 
advances for electricity, housing, and other capital purposes and by reserve and 
sinking funds, which cover also accrued interest on debt. The administration 
is, perhaps, in a unique position in having reduced its net debt from the pre-war 
total, and in the very complete security, apart from the Exchequer lability 
based on future revenues, for its repayment. 

in addition to the Exchequer debt mentioned, securities comprising 
{1,940,000 Ulster Loans 5° Stock, 1950/60, and £5,000,000 Northern Ireland 
3% Stock, 1956/61, are also outstanding in connection with borrowings on 
behalf of the Government Loans Fund, the purposes of which correspond with 
those of the Local Loans Fund in Great Britain. These issues are fully covered 
in that the loans issued from the proceeds are secured on the mortgages of local 
authorities, in addition to the collateral security given by the Northern Ireland 
Exchequer. All securities issued by or guaranteed by the Northern Ireland 
Government carry United Kingdom trustee status on an exactly equal footing 
with that of the Imperial Government. 

Contingent capital liabilities of the Northern Ireland Government are also a 
moderate figure at under £7,000,000, which compares with an amount of 
{18,000,000 just prior to the war. 

Sufficient has been said to indicate that the demands of the Northern Ire- 
land Exchequer for its own capital purposes and the actual extent of its debt 
and liabilities must be regarded as extremely moderate, and that the outlook 
may be regarded with reasonable optimism, both from the point of view of its 
future borrowing programme for reconstruction and from that of its yearly 
revenue for local services including the expansion of social services in common 
with the rest of the United Kingdom. 

A community of interests and ideals with the rest of the Kingdom makes it 
essential, however, that, apart from local needs, Northern Ireland must strive, 
while attaining parity with Great Britain in regard to its social and other ser- 
vices, to bear some share of the burden of national services through its Imperial 
Contribution and the capital subscriptions of its citizens. 
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Ulster’s Order-Books Now 
By Sir Walter Smiles, CLE, D.S.O., MP. 


(President, Belfast Chamber of Commerce) 


DETECT a tendency in modern industrial development to sacrifice the 
old for the benefit of the new. Greater ballyhoo is given to a couple of dozen 
girls making a new television set in a back yard than to a well-established 
industry which has supported thousands of men and their dependants for a 
hundre d years or more. Ulster industrial tradition is about 200 years of age 
with a record of craftsmanship which still survives even the modern technique 
of mass production. The stern Huguenot and Scotch Presbyterian character 
developed industries under difficulties. These industries are deeply rooted in 
Ulster. Though we do not breed as many Grand National winners as Eire, we 
turn out useful ships, machinery and linen. 

Nineteen hundred and forty-six is a seller’s market for all our productions, 
and a big stick could not drive away the crowd of eager anxious buyers. It is 
no use worrying too much about what is going to happen in 1961 ; by that time 
the old boys of Campbell College may be opening new markets in the moon 
or we may all have been destroyed by atomic bombs. 

Northern Ireland has industries that will give the world something to eat, 
something to wear and something to satisfy the legitimate need for change, 
sport, travel and amusement. First things first—our greatest pride is the 
largest shipyard in the world, Harland and Wolff. Sir Frederick Rebbeck and his 
co-directors in some ways lead an isolationist life on that busy mud bank in 
the Lagan, known as the Queen’s Island. But every order booked cheers us 
up and every decision made there affects directly or indirectly nearly everyone 
in Northern Ireland. I have heard my father say that the late Lady Pirrie, by 
her charm, sold the ships for Harland and Wolff. I do not know who sells the ships 
to-day (I suspect Hitler had something to do with it), but they are being sold. 
The Union Castle Company has given three good orders, the motor ship Cape- 
town Castle to be reconverted to a passenger liner, and two new 28,000-ton 
ships ; and in the ‘‘ News-Letter ’’ recently I read of an order for two tankers 
from Norway. I am not one hundred per cent. optimistic about the future 
though, as I remember what happened after the war which finished in 1918 ; by 
June, 1920, world tonnage exceeded what it had been in 1914 by over 14 per 
cent., and by 1922, one-sixth of the world’s shipping was laid up in ports. In 
1923, the average quarterly launchings of the United Kingdom had fallen to 
one-third of their peak level. Now, in 1946, the total tonnage of ships under 
construction is nearly twice as great as in 1938, and already some cargo ships 
are being laid up in the U.S.A. Let us hope that the experiences of 1923 will 
not be repeated in 1950. Ships are not consumable goods, their average life is 
over twenty-five years ; and Belfast-built ships last a long time. 

I have a great respect for the old family business ; not many survive to-day, 
as modern finance has a habit of amalgamating the weak sisters into gigantic 
combines. Only the strongest and most efficient family concerns survive, but 
we are fortunate in having many of these still left in Ulster. It was a bad day 
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for Belfast when Combe and Barbour, manufacturers of textile machinery, 
was swallowed up into the Leeds and Dundee combine. But James Mackie 
and Company, of the Albert Foundry, is in good shape. This is a prosperous 
family concern and exactly the same people attend the annual shareholders’ 
meeting as are present at the directors’ meetings. When times are bad the 
Mackie family have pulled their belts in tight and, when times have been good, 
they plough their profits back into the foundry. Mackie’s have connections 
all over the world ; they sell to Soviet Russia, U.S.A., India and South America. 
The Mackie family pride themselves on being first-class textile engineers, 
knowing their job and sticking to it. The order books of Combe and Barbour 
(Belfast) and of Mackie’s are full.. The Sirocco Engineering Works is another 
firm with a large export connection. It has had a romantic history, founded 
about 1880 by the late Sir Samuel Davidson, originally a tea planter in Assam, 
and a man of great foresight and ability. Sam Davidson made revolutionary 
changes in the design of ventilating fans and tea drying machinery. The 
pioneering spirit has persisted, with the result that Sirocco machinery is found 
on every tea garden from India and Java to Nyasaland. If ever Java and 
Sumatra turn again from guerilla warfare and murder to industry and agri- 
culture, | am sure the Sirocco Works will have more orders than they can cope 
with. The expansion of the gold mining industry in South Africa is certain to 
mean more employment for the Sirocco engineers. They have always relied 
upon quality and good service to sell their goods. 

And what of the linen industry ? Every linen merchant I meet seems to 
be just going to America or is just home from there—relating ‘‘ Baron Mun- 
chausen ”’ stories of good food, fine clothes, unrationed petrol, no coupons, no 
price control and an insatiable demand for Irish linen. I do not believe that 
rayon and the newer fabrics will replace linen, though they will be formidable 
competitors. Linen towels, linen handkerchiefs and linen sheets are still the 
best and South Africa and the two Americas have still the money and the will 
to buy them. As well as fine linen every combination of flax, cotton and rayon 
is made here, and our manufacturers are keenly alive to the necessity of keeping 
ahead of modern fashion and taste. A great deal of staple fibre was used here 
during the war which may be suitable for ladies’ dresses, but will never replace 
linen for towels or suitings. We are still short of female labour, especially for 
the unattractive jobs, such as is required in the wet spinning rooms. The set- 
up in the linen industry is more on the lines of Yorkshire than of Lancashire. 
We still have many well-established family firms such as Johnston, Allen of 
Lurgan, Stevenson’s of Dungannon, and William Ewart of Belfast. So long as 
the old family tradition survives, the reputation of Irish linen is safe in their 
hands. Both York Street and William Ewart suffered badly in the blitz of 
Easter, 1941, but both these concerns were lucky in not having all their eggs 
in one basket or in one building ; their production never stopped and is picking 
up steadily. 

The Belfast Ropeworks Company also suffered from German bombs. As 
their lay-out is that of one storey buildings, spread out over a large area, 
only about one quarter of their plant was damaged and to-day only their stores 
and despatch departments still remain for repair. Started by my father about 
eighty years ago with thirty employees, this firm now employs over three 
thousand workers, mostly women. Orders are plentiful but raw material is 
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still very strictly controlled. East African sisal has taken the place of manilla 
hemp from the Philippines and any hemp salvaged there from the Japanese 
occupation went to the rope manufacturers in the U.S.A. Canadian orders 
for binder-twine were lost during the war but orders from U.N.R.R.A. for 
the European harvest have replaced them. The Company could employ 
200 more women in their fishing net department but although this is clean, 
well-paid work, the labour is not available at present. 

Short and Harland, the aeroplane manufacturers, is a firm with enterprise and 
imagination. Realizing at the end of the war that about one half of the aero- 
plane building capacity in the world was redundant, the management set to 
work to find other outlets for their skilled labour and machinery. Thousands 
of milk containers are being manufactured every week as well as other articles 
for domestic use, such as wringers. A large number of flying boats and aero- 
planes are being converted from war to peaceful purposes. B.O.A.C. will, no 
doubt, require thousands of new aircraft in the future but civil flying has hardly 
started in this country yet. At present it is like Mahomet’s coffin in mid-air 
between private enterprise and Government nationalization. The mills of 
government grind slowly but some orders for new aircraft might come through 
next year. 

Of course, ‘‘ Gallaher’s ’’ and “‘ Murray’s,” the tobacco manufacturers, are 
on a good wicket as nearly every other tobacconist shop seems to have a 
permanent notice, ‘‘ Sorry, no cigarettes ’’. Their slogan would be, “ Give us 
the tobacco, we'll give you the cigarettes ’ 

In 1798 the Finlay family started soap manufacture in Belfast, and on May 
4 in that very year a rebellion broke out in Ireland. I do not suggest, however, 
there is any connection between these two historical events. Realizing that 
‘ Cleanliness is next to Godliness’”’, four generations of the Finlay family have 
been trying to help their customers into second place. But soap is hard to get 
now and. perhaps cleanliness is one of our war casualties. Soap rationing started 
in this war where it left off in 1918, and the first year of peace has still further 
reduced our soap ration. “ Ireland was a nation when England wasa pup”, 
and one of the Finlay ancestors was the first in these Islands to introduce 
coconut oil into the manufacture of soap and that was long before Lever 
Brothers were heard of. During the war Finlays worked hard producing large 
quantities of glycerine for munitions, and now they are still hard at work filling 
up forms and certificates so that they may obtain even half of the raw materials 
they require. Finlays produce toilet, household, shaving and commercial soap 
and if you know a very important person you may be able to obtain some of 
these luxuries. If we do not get them very soon we may have another rebellion ! 

All over the six counties, from the shirt manufacturers of Londonderry to 
the jam manufacturers of Newry, the people here are at work producing goods 
which will make the world a more comfortable place to live in. Timber is 
holding up our building programme ; thousands of houses are required and we 
have plenty of unemployed men anxious to build them. Northern Ireland is 
part of the United Kingdom and shortage of coal in England has definite 
reactions over here. Even so, the trade barometer of Northern Ireland points 
to “ Set-Fair ”’. 
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Encouragement for New Industries 
By Sir Roland T. Nugent, D.L. 


(Minister of Commerce for Northern Ireland) 


twelve months ago I emphasized that, as Northern Ireland was an 

integral part of the United Kingdom, our plans for reconstruction must 
be fashioned and carried through to fit in with the reconstruction plans of the 
United Kingdom as a whole. I also emphasized the need for the greater 
diversification of industry in Northern Ireland, to meet which the encourage- 
ment of new industries plays an important part in the Government’s recon- 
version policy. 

‘New ”’ industries is not, perhaps, the best term to describe collectively 
the types of undertaking which the Government of Northern Ireland seeks to 
encourage. Diversification of industry is the aim ; but this can be accomplished 
not only by the establishment of entirely new industries, but also, in part, by 
the setting up of additional undertakings of particular types in industries 
already represented in Northern Ireland. Selection of the right type of 
industry is, therefore, in the foreground of the economic industrial plans for the 
province and care is being, and will continue to be, taken to ensure that only 
those industries of a type likely to be suitable and of a permanent character 
will be encouraged. 

Factories are already established, or are in the course of being established, 
for the manufacture of rayon yarns which, as I pointed out in my earlier article, 
will be converted in a number of our linen factories to fabrics of the type for 
which there is a current demand and for which there appears to be an excellent 
future. Northern Ireland firms have long been noted for the manufacture of 
cotton and jute-spinning machinery for home and overseas markets, and this 
industry is now being developed to include the manufacture of looms for the 
weaving trade. The manufacture of aircraft, although first established in 
Northern Ireland only about a decade ago, is being developed to include, as 
separate undertakings, the manufacture of light aircraft and of long-range 
flying boats. The hosiery trade, which has been established for many years, 
will in future include a modern factory for the production of high-grade nylon 
stockings. The boot and shoe trade will have a new factory specializing in the 
manufacture of ladies’ shoes. And the manufacture of waterproof garments 
will provide additional employment in the clothing trade. 

These are random examples of the types of new undertakings which will 
widen the scope of, and achieve a better balance within, Northern Ireland’s 
established industries. In addition, of course, developments are taking place 
in many existing undertakings. The Government is encouraging industrialists 
in their plans for the modernization of factories and the introduction of 
up-to-date machinery, in order that those industries producing goods which are 
already well known in world markets, and on which we will continue to be 
mainly dependent for our prosperity, may maintain and improve the position 
which they have earned for themselves. 

As might be expected in an area where agriculture plays so important a part 
in the economic life of the community, many developments entailing the use of 
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agricultural produce have taken place, including the provision of modern 
factories and plant for the manufacture of concentrated dietetic products, 
dried milk and milk foods, potato products, and canned fruit, vegetables and 
other foods of many kinds. Side by side with these developments, the expand- 
ing requirements of the trade are being met by the establishment of new 
factories for the manufacture of metal containers and other packing materials. 

Household furnishings have been a special feature of our textile trade for 
some years, and in this industry the production of carpets, including the 
spinning of carpet yarns, has been developed to a considerable extent and is 
likely to expand still further. 

Many new industries outside the range of those hitherto carried on in 
Northern Ireland have also been established in recent times, and these include 
factories for the production of corsets, furs, woollen and worsted yarns, glass 
fabrics, perambulators, toys, optical components, batteries of special type, 
vacuum cleaners and other electrical appliances, as well as a miscellany of 
light engineering and other products. 

The establishment of this wide range of industrial undertakings could not 
have been achieved without the co-operation of the various Ministries in Great 
Britain, and in this connection I must pay special tribute to the Board of Trade, 
with which Department my Ministry is in day-to-day contact. Guidance and 
assistance have been rendered by the Board of Trade on the many occasions 
when it has been sought, and the wide experience gained in connection with the 
establishment of industries in the development areas has been unstintingly 
placed at our disposal. Our success has, therefore, been the Board’s success, 
and we shall in future, as in the past, rely with confidence on the assistance 
which that Department has so willingly made available to us. 

The war years halted the development of the Northern Ireland tourist 
industry, but immediately travel facilities again became available visitors 
from Great Britain took the opportunity of renewing their visits to our holiday 
resorts, which, for natural beauty, leave little to be desired. These resorts, 
both inland and on the coast, are in some cases within less than an hour's 
journey from Belfast and other industrial centres and provide ample oppor- 
tunity for workers to spend leisure hours in surroundings which are most 
beneficial to them. 

The provision of modern factory buildings plays an important role in the 
setting up of new industrial undertakings, and when these factories can be sited 
in close proximity to good holiday resorts with provision for golf, fishing, 
boating and many other attractions, all at reasonable cost, the position for 
management and workers is made much easier. This is especially so in the 
case of the resettlement of key workers moving into a new area, who might not 
otherwise wish to make a change. 

Industry cannot exist or develop without adequate basic services, and in 
this respect Northern Ireland is well served. Electricity and other essential 
services, including abundant supplies of soft water, are available at rates 
which compare favourably with most other areas in the United Kingdom. 
Inland transport is provided by the systems of the three railway companies 
and the Northern Ireland Road Transport Board. The passenger and freight 
shipping services, with daily sailings to the ports of Great Britain and regular 
services to the principal ports of Europe and other world markets, provide 
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rapid and adequate transport of Northern Ireland goods to those markets in 
which they are to be used. 

The regular daily air services between Northern Ireland and other parts of 
the United Kingdom have brought Belfast within little more than two hours’ 
journey from London, and fast daily services between Belfast and Liverpool 
and Belfast and Glasgow will be extended to include other important United 
Kingdom and Continental centres as suitable aircraft become available. 

It is gratifying to know that the facilities available in Northern Ireland 
have proved to be of very considerable interest to industrialists of high 
standing and have already attracted such well-known firms as Messrs. Courtauld, 
Ltd., Messrs. Benger, Ltd., The Metal Box Company, Ltd., Messrs. Lines 
Brothers, Ltd., The British Vacuum Cleaner Co., Ltd., and many others, in 
addition to well-known firms from Canada and U.S.A. 

Very material progress has already been made towards a satisfactory 
measure of industrial diversification, but considerable scope still remains, and 
an adequate labour force of the highest quality is available for the purpose. 
In pursuance of its policy of encouraging the establishment of sound new 
undertakings in Northern Ireland, and of assisting existing undertakings in 
their plans for development, the Government is fully prepared to give adequate 
expression to its powers under the Industries Development Act (Northern 
Ireland), 1945. This Act, which empowers the Ministry of Commerce to build 
and lease factories to suitable undertakings and to help such undertakings, is 
framed in general terms so that it may be administered to meet the varying 
requirements of individual cases, in whatever way seems best to tide them 
over the initial years of operation and enable them to become firmly established. 

Workers’ homes, including those for key personnel, have an important 
place in our industrial plans. Liaison between the responsible Departments 
ensures that the necessary accommodation will be provided where sufficient 
housing is not already available, and that essential public services will be 
provided to meet the growing requirements of both industry and housing. 

I have already made a passing reference to the quality of the labour which 
is available in Northern Ireland, but I feel that I am perhaps justified in saying 
a little more about this subject, upon which so much depends. My justification 
in this instance is provided by industrialists themselves, many of whom, 
although they have only within recent years established branches of their 
British undertakings here, have already planned to extend their plant owing 
to their experience of the high quality, adaptability and dependability of the 
workers. This, and the fact that they have recommended their business 
associates to test our labour markets, is satisfactory confirmation of the ability 
of our workers to fulfil all the requirements of modern industry. 

In our journey towards the realization of our industrial plans we have made 
steady and orderly progress. We have made our contribution to the growing 
exports from the United Kingdom. We have built around our well-established 

industries new undertakings of the type which act as supports to our older 
industries. No effort will be spared in the future in the completion of the 
plan to place Northern Ireland industry in as secure a position as world 
conditions will permit. 
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The Port of Belfast 
By John McCaughey, DLL. 


(Chairman, Belfast Harbour Commissioners) 


the smallest vessels and then only at high tide, and possessing a few 
landing places for goods—such was the Port of Belfast in its early history 
and such it remained until practically the middle of the 19th century. 


Its trade during that time considerably increased and to meet the demands 
of that trade the first attempt to give Belfast uninterrupted and unimpeded 
access to the sea was made. This was accomplished by cutting a straight 
deep-water channel, across the tortuous bends of the River Lagan, reaching 
from the quays of the town to the deep waters of Belfast Lough, a distance of 
about 5 miles. The work was executed in three stages. One stage was 
completed in 1841 and the other two in 1849 and 1891. The opening of this 
channel in 1849 was an epoch-making event : it provided the key to the entire 
subsequent development of Belfast Harbour. The second stage in the work 
was authorized by the Belfast Harbour Act of 1847, which also set up the 
body which still controls the destinies of the port. Under its far-seeing 
administration the Port of Belfast has developed from insignificant cael 
and to-day ranks fifth amongst the ports of the United Kingdom. 


Located at the head of Belfast Lough, a natural inlet of the sea about 12 
miles long on the north-east coast of Ireland, the port constitutes an ideal 
ocean terminal. It is on the great trans-Atlantic routes and its position in 
relation to Great Britain and the Continent makes it an ideal distribution 
centre. The long, capacious lough, which is practically land-locked, and the 
deep-water channel leading therefrom make the harbour safe and most 
accessible. 

The port itself, with its three wide, straight channels, dredged to a depth 
of 31 ft. 6 in. at ordinary high water, penetrating deeply into the City of Belfast, 
has an extremely simple and well-balanced lay-out. Added to this, the tidal 
range is only 9} ft. so that dock gates are unnecessary and vessels can proceed 
to and from their berths without experiencing the delay unavoidable at ports 
where docking is possible only at favourable states of the tide. The equipment 
and facilities of the port can handle all classes of ships’ cargoes. Regular 
steamship services are operated from the port to all parts of the world and the 
passenger and cargo services to and from Belfast compare with any other 
port in the British Isles. 

In addition, regular civil air services are operated daily between Belfast 
Harbour Airport and the principal airports in Great Britain. The airport, 
which is only a 7-minute journey from the centre of the city, was controlled 
before the war by the Harbour Commissioners, but in 1939 it was taken over 
by the Air Ministry and later transferred to the Admiralty which is still in 
control. 
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Development of the port has been especially significant in the past quarter 
century, embracing the following special features : 


(1) The construction of additional wharves for the ship-building industry ; 


(2) The purchase and erection on Thompson Wharf of a 150-ton electric 
crane for ship-building and ship-repairing ; 

(3) The reclamation on the County Down side of the harbour, formation 
of land (400 acres), and the construction of Belfast Harbour Airport which, 
apart from introducing civil aviation to and from the port, was largely 
responsible for the establishment of the aircraft industry in Belfast ; 


(4) The joining up and deepening of the quays on the west side of Dufferin 
and Spencer Docks, thereby, making a continuous line of 1,300 lineal feet of 
quayage with a depth of 30 feet at ordinary low water ; 


(5) The provision of an oil jetty for the accommodation of tankers and the 
establishment of oil storage depots at Connswater ; 


(6) The cutting of the Herdman Channel and the construction of the 
Pollock Basin and Pollock Dock, which made possible the erection of large 
grain establishments. 

This brings us to the commencement of the war, when a veil of secrecy 
was imposed on the activities of the harbour. Belfast was naturally included 
in the ports which the Imperial Parliament had ear-marked for Government 
use. 

Immediately on the outbreak of war, black-out regulations, not only in 
the Inner Harbour, but also in the outer approaches, were enforced, and the 
working of the port, especially at night, presented many difficulties. Almost 
immediately, a naval base was established in the port. 


Later, Admiralty requirements increased, and so great became their 
demands that practically the whole of the Pollock Dock system, as then exist- 
ing, was used almost exclusively by naval vessels. As the war progressed so 
the requirements of the naval base in Belfast Harbour increased, and the 
Harbour Commissioners, by arrangement with the Admiralty, constructed a 
long line of dolphins on the east side of the Herdman Channel for the berthing 
of small Admiralty craft. 


The allocation to the Admiralty of the Pollock Dock system created diffi- 
culties in finding accommodation for commercial ships, which were to a large 
extent operating under the control of the Ministry of War Transport. In 
view of the increasing requirements of commercial ships, the Commissioners, 
in collaboration with the Ministry of War Transport and the Government of 
Northern Ireland, provided additional accommodation in the harbour by con- 
structing a large deep-water quay on the west side of Herdman Channel and 
by completing the extension of the Pollock Dock system, thereby adding 
2,000 lineal feet of deep-water berths to the accommodation. The Admiralty 
later provided additional dolphins on the east side of the Herdman Channel 
and in Musgrave Channel which might rightly be termed a naval dockyard. 
The port was used so extensively by the Admiralty that on occasions as many 
as 82 naval craft were in the port at one time. 
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With so much accommodation allocated to Admiralty and military require- 
ments, the remaining sections of the harbour were naturally taxed to their 
utmost to handle the large volume of trade. 

In the early stages, the airport was under the control of the Air Ministry, 
but later, as the Battle of the Atlantic dev eloped, it was taken over by the Fleet 
Air Arm. A special deep-water wharf was constructed alongside the airport 
and escort carriers were thus enabled to load direct from the airport fighter 
aircraft of the Fleet Air Arm, and also discharge their fighter aircraft direct 
on to the airport, for servicing, repairs, overhaul, etc. 

Belfast Harbour Airport is unique in having this deep-water berthage 
alongside, capable of accommodating the largest type of aircraft carriers. 

The proximity of the airport to the works of Messrs. Short & Harland, 
Ltd., was of great advantage to that firm in testing aircraft constructed by 
them, and enabled them to make a valuable contribution to the war effort. 

No account of the war-time activities of Belfast Harbour would be complete 
without reference to the ship-building industry, and to the part which the firm 
of Messrs. Harland & Wolff, Ltd. played in the war effort. It can be proudly 

said that the ships built at Belfast and those re-fitted or repaired were found 
on the seven seas of the world, and in all theatres of sea warfare, in which they 
played a gallant part. 

It was not to be expected that a port the size of Belfast, playing so 
significant a part in the war, and especially in the Battle of the Atlantic, could 
escape the notice of the enemy. In 1941 several air attacks were made on 
the port and city, the former being the principal target. Serious damage was 
caused to sheds, quays and cranes, and several ships were sunk. The problem of 
restoration was tackled promptly, and the work of the harbour was carried on. 

A special feature of the war-time facilities of the port was a floating dock 
established by the Admiralty, principally for the repair of H.M. destroye rs 
and smaller types of vessels of H.M. Navy. 

It is appropriate to recall that the first troops which arrived from the United 
States for service in the European theatre of operations, landed at the Port of 
Belfast on January 25, 1942, and were followed by other large contingents 
of troops and equipment, and the facilities of the port were placed at the 
disposal of the American authorities not only for the landing of such troops 
and equipment, but for their subsequent embarkation to fighting zones. 

The transition period through which we are now passing presents many 
acute problems for the Board. Several schemes of reorganization and planning 
are at present under consideration by the Commissioners and whilst develop- 
ment and planning within the estate are matters for the Commissioners, any 
planning of the Board’s property where it impinges on that of the Belfast 
Corporation will be carried out in collaboration with the Corporation as part 
of the Town Planning Scheme. 

The port is administered by a Board comprising 22 Commissioners—the 
Lord Mayor of Belfast being an ex-officio member. The remaining 21 Com- 
missioners (seven of whom retire each year by rotation) are elected by the 
loca] ratepayers and shipowners. 
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International Banking Review 


Sweden 


assets in Sweden are now available. The total amount of these assets is 

given as Kr.375 million. Of this total, three-quarters—excluding gold— 
is to be surrendered. A sum of Kr.150 million is allocated to the Inter-Allied 
Reparation Pool, but only for release against deliveries of commodities to the 
Western zones of Germany. Gold to the value of Kr.35 million, weighing some 
7 tons, which Germany took from occupied countries and used for payments to 
Sweden, will be restored. Kr. 50 million will be allocated to the International 
Refugees Committee in London, and Kr.75 million will be used for the assistance 
of countries ravaged by the war. Swedish assets in the United States have 
been unfrozen. 


Faas particulars of the agreement concluded in July concerning German 


France 

France has begun the vesting of sterling securities. The Journal Officiel 
published on July 29 a decree requisitioning French holdings of 2} per cent. 
Consols and 2} per cent. Annuities. Payment is made on the basis of the 
current Stock Exchange price of 963 and 95} respectively. These stocks will 
be transferred to Great Britain as the first instalment of the securities to be 
delivered under the Anglo-French Financial Agreement in part settlement 
of the residual amount of the Treasury sterling credit to France, which still 
stands at over {100 million. According to official estimates, French holdings 
of Consols amount to some £5 million. The Bank of France will collect the 
stocks and will deliver them to the Bank of England. 


Austria 
A Payments Agreement has been concluded with Austria providing for 
the removal of the existing prohibition on trade and financial relations with 
that country. Banking relations are expected to be resumed in due course. 
For the time being all payments will have to pass through the sterling account 
of the Austrian National Bank with the Bank of England. 


China 


The Central Bank of China on August 19 raised its selling rate for the 
U.S. dollar to C.N.$3,350, from the level of C.N.$2,020.at which it was fixed 
last March when the official rate was first brought into line with rates in the 
black market. 

The Shanghai Stock Exchange, which was under foreign control before 
the Japanese occupation, has now been reopened under Chinese control. 
Shares of foreign companies will be admitted to quotation only if the activities 
of the concerns in question are connected with the Chinese economy and fulfil 
various detailed requirements. Some of these requirements are considered 
to be too exacting by foreign interests, and there is some talk about the 
possibility of opening another Stock Exchange in Hong Kong for the quotation 
of shares which are not admitted to the Shanghai Stock Exchange, or which 
the companies concerned do not want to introduce there. 
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A British trade mission, headed by Sir Leslie Boyce, on which various 
major exporting industries are represented, leaves for China this month. The 
object of the mission is to study the means of developing British trade with 
China. 


Brazil 


The Brazilian Government has abolished the 3 per cent. tax hitherto 
levied on all sales of foreign exchange. As a result, the Bank of Brazil's selling 
rate for sterling and the Bank of England’s buying rate for the cruzeiro were 
changed from 78.7059 to 76.4088 cruzeiros to the pound, and, on August 19 
and 20 respectively, were further adjusted to 75.4416 cruzeiros. The Rio 
buying rate is 74.5550 cruzeiros. 

Peru 

The Peruvian Government has blocked all Peruvian assets in foreign 
currencies and has ordered the sale of privately-held gold to the Reserve Bank. 
This decree came as a surprise, since the trade balance of Peru has been 
favourable. In 1945 her export surplus amounted to some {5 million. Possibly 
the explanation is that, while the total trade shows a surplus, the trade balance 
with the United States is strongly adverse, and Peru is unable to convert into 
dollars some of the proceeds of her exports. 





Appointments and Retirements 


Barclays Bank—Lord Woolton has relinquished his position as a director following his 
acceptance of the Chairmanship of the Central Conservative office. 

Barclays Bank (France) Limited—Mr. W. O. Stevenson, deputy chairman, has been elected 
chairman of the board of directors. 

British Linen Bank—Huntly : Following the death of Mr. John Dickson, Mr. George Fortune 
Dickson, the remaining joint manager, has been appointed sole manager. Edinburgh, George 
Street: Mr. W. H. Taylor to be appointed manager on the retirement of Mr. S. C. Clapperton. 
Morningside : Mr. D. H. M. Jack, of this Office, to be manager: South Morningside : Mr. S. W. 
Barron Herald, teller, to be manager. Fairmilehead : Mr. J. D. Todd, teller, to be manager. 
Wishaw: Mr. A. L. Holmes, teller, to be manager on the retirement of Mr. J. M. Williamson 
Comely Bank: Mr. A. McLeod McCaffer to be manager of this branch, which re-opened 
on August12. Roslin : This branch, which was closed on April 15, 1942, owing to war conditions 
has been re-opened under the charge of Mr. J. McIntyre McMurray, manager at Loanhead branch. 


District Bank—Chadderton, 212, Middleton Road : Mr. W. Andrew to be manager. 


Lloyds Bank—Sir Peter Bennett, O.B.E., M.P., of Ardencote, Four Oaks, Warwickshire, and 
Sir Harold Bowden, Bt., G.B.E., of South Manor, Ruddington, Notts., have been elected to seats 
on the Board. Salisbury Committee : The Directors have appointed Mr. W. R. Bown, who re- 
tired from the position of Joint General Manager last month, to be a member of the Salisbury 
Committee. Head Office, Advance Department : Mr. C. D. Wyatt, an assistant chief controller, 
has retired after 43 years’ service. Mr. M. C. Perrett, from Broad Street, Reading, to be a con- 
troller. Biggleswade: Mr. C. R. J. Bradley, from Fakenham, to be manager on retirement of 
Mr. A. G. Corder. Brierley Hill: Mr. C. Hackett, from Kidderminster, to be manager on retire- 
ment of Mr. J. A. Swindell. Broad Street, Reading : Mr. C. F. Wade, from Great Yarmouth, to 
be manager. Chillingham Road, Newcastle-upon-Tyne : Mr. W. R. Chatt to be manager. Church 
Stretton : Mr. C. T. Wolley, from Shrewsbury, to be manager on retirement of Mr. F. G. Miller 
Cinderford : Mr. J. L. Elliott, from Westbury, to be manager in succession to Mr. F. E. Plummer, 
who has retired. Coleford : Mr. J. F. Morgan, from Crickhowell, to be manager on retirement of 
Mr. C. L. Saunde TS. Coleshill ; Mr. C. W. Mann, from Astwood Bank, to be manager on retire- 


ment of Mr. W. G. J. Titt. Copnor Bridge, Portsmouth : Mr. W. E. Mountford to be manager. 
Covent Garden, WC. : Mr. K. T. F. Brunger, from the inspection staff, to be sub-manager. 


Cromer : Mr. L. C. Frost, of Cromer, to be manager. Daventry : Mr. L. W. Horne, from Stafford, 
to be manager on retirement of Mr. G. F. G. Burrill. Dawlish : Mr. K. H. Daniel, from Trowbridge, 


tobe manager. Deal (also Sandwich) : Mr. E. D.S. Jennings, from Frinton-on-Sea, to be manage! 
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on retirement of Mr. A. C. Urry. Desborough Road, High Wycombe: Mr. D. W. L. Fellows 
from High Wycombe, to be manager. Devizes: Mr. R. W. Batley, from Southampton, to be 
sub-manager. Executor and Trustee Department, Bristol: Mr. C. J. E. Coulson, from the chief 
office of the department (at Ewhurst), to be sub-manager. Executor and Trustee Department, 
Truro : Mr. G. W. Smith, from the Bristol branch of the department, tobe manager. Fakenham: 
Mr. G. J. Dimelow, from Brigg, to be manager. Fareham : Mr. E. T. Trend, from Ryde, I.0.W., 
to be manager on retirement of Mr. W. M. Eldridge. Forest Hall and Benton: Mr. B. M. P. 
Hardy to be manager. Fratton Bridge, Portsmouth: Mr. R. J. Dauncey, from Commercial 
Road, Portsmouth, to be manager on retirement of Mr. H. L. Stobbs. Gosforth, Newcastle-upon- 
Tyne: Mr. W. P. Darling, from Stockton-on-Tees, to be manager on retirement of Mr. H. W. 
Clement. Harrogate: Mr. A. L. Johnson, from Sefton Park and Mossley Hill, Liverpool, to 
be manager. Highlands, Leigh-on-Sea: Mr. L. G. W. Goodchild to be manager. Holmfirth : 
Mr. G. E. Wood, from Elland, to be manager on retirement of Mr. H. Smith. Hui]: Mr. C. L. 
Wright, from Manchester, to be sub-manager. Ludgate Hill, E.C. : Mr.C. J. Lloyd, from Covent 
Garden, W.C., to be manager on retirement of Mr. J. Whyte. Mu7lford-on-Sea: Mr. F. R. Willis, 
from Newport, I1.0.W., to be manager on retirement of Mr. J. A. Hornby. New Swindon : 
Mr. L. Duncan, M.C., from Devizes, to be manager. Ryde, 1.0.W. (also Seaview) : Mr. M. H. M. 
Draper, from Dawlish, to be manager. St. Thomas, Exeter : Mr. R. B. Stead, from Axminster, 
to be manager in succession to Mr. W. Rowe, deceased. Sefton Park and Mossley Hill, Liverpool : 
Mr. A. Wilkes, manager of Church Street, Liverpool, to be manager. Sheringham (also Holt) : 
Mr. H. S. Plummer, hitherto clerk-in-charge at Holt, to be manager. Shrewsbury : Mr. R. Barber, 
of the inspection staff, to be sub-manager. Teignmouth : Mr. C. G. Clark, from Desborough 
Road, High Wycombe, to be manager on retirement of Mr. H. J. Killip. Tolworvth: Mr. B. D. V. 
Skinner, hitherto clerk-in-charge, to be manager. Totton : Mr. N. B. Coston, from the inspection 
staff, to be manager on retirement of Mr. H. Pace. Truvo: Mr. N. A. Grose, from New Swindon, 
to be manager on retirement of Mr. A. H. Bugler. Victoria Station, Manchester: Mr. E. D. 
Fletcher, from Hull, to be manager on retirement of Mr. R. S. Ashton. Woodbridge: Mr. C. 
Burgess, from Cromer, to be manager on retirement of Mr. P. C. Mitchell. Great Yarmouth : 
Mr. C. H. P. Fish, from Sheringham, to be manager. 

Martins Bank—Head Office, trustee department : Mr. J.C. Grice, an assistant manager, has retired 
after 45 years’ service. Bacup: Mr. H. Maden to be manager in succession to Mr. W. J. D. 
Simmonds, who has retired after 43 years’ service. Cleckheaton : Mr. A. L. Taylor to be manager 
in succession to Mr. V. Higham. Derby : Mr. W. R. Gordon, from Liscard branch, to be manager 
in succession to Mr. J. A. Naisbitt, now manager of Middlesbrough branch. London, Holborn : 
Mr. R. A. Machell, from Kensington High Street, to be manager of the new branch recently 
opened at Halton House, 20/23, Holborn, E.C.1. Middlesbrough: Mr. J. A. Naisbitt, from 
Derby branch, to be manager in succession to Mr. W. R. Dixon. Plymouth: Mr. H. Gresty, 
hitherto acting manager, to be manager in succession to Mr. A. R. Ellis. 


Midland Bank—Head Office: Mr. L. H. T. Jones, hitherto a branch superintendent, to be a 
general manager's assistant. Mr. D. A. Smith, of Cloth Hall Street, Huddersfield, to be a branch 
superintendent. London, Overseas branch: Mr. G. I. Williamson and Mr. H. J. Witheridge 
to be managers’ assistants.—280 Old Kent Road: Mr. S. J. Rowell, of Rye Lane, Peckham, to 
be manager on the retirement of Mr. W. Bayley.—670 Old Kent Road: Mr. C. G. Major, of New 
Cross, to be manager on the retirement of Mr. F. M. Hurrell. Barmouth: Mr. J. G. Evans, of 
Colwyn Bay, to be manager on the retirement of Mr. O. H. Davies. Barnsley : Mr. A. B. Hagar, 
of Silver Street, Hull, to be manager in succession to Mr. G. H. Barker. Beckenham, Beckenham 
Road: Mr. L. C. E. Hedgcombe, of Thornton Heath, to be manager on the retirement of Mr. 
G. S. Hall. Bewdley: Mr. H. M. Perrin to be manager in succession to Mr. S. T. Starbuck. 
Birmingham, Temple Row: Mr. H. Reed, hitherto assistant manager, to be manager on the 
retirement of Mr. J. W. Cole. Mr. R. H. Skinner to be assistant manager. Bishop's Stortford : 
Mr. A. R. Iliffe to be manager in succession to Mr. H. E. Clark. Bournemouth, Old Christchurch 
Road: Mr. L. H. Davidson, of Weymouth, to be manager on the retirement of Mr. A. B. Gent. 
Bradford, Blarket Street: Mr. B. Ludbrook to be assistant manager in succession to Mr. P. 
Leadbeater. Bromsgrove: Mr. L. F. Lane, of Droitwich, to be manager on the retirement of 
Mr. W. R. Marshall. Cosham: Mr. G. T. Brockhurst, hitherto clerk-in-charge, to be manager. 
Crediton : Mr. N. L. Lockton, of Torrington, to be manager in succession to Mr. W. F. Lock. 
Dartford : Mr. G. E. Walker to be manager on the retirement of Mr. J. W. Bilney. Droitwich : 
Mr. J. A. Waters to be manager in succession to Mr. L. F. Lane. East Dereham : Mr. R. C. Fell 
to be manager on the retirement of Mr. N. E. Atkin. Grantham ; Mr. S. T. Starbuck, of Bewdley, 
to be manager on the retirement of Mr. M. C. Camamile. Hanley: Mr. G. Cook, of Tunstall, 
to be manager in succession to Mr. T. Dixon. Haslingden: Mr. W. F. Bowman, of Bolton, to 
be manager on the retirement of Mr. W. P. R. Warburton. Hull, Silver Street : Mr. G. A. Kinder, 
of Chester, to be assistant manager in succession to Mr. A. B. Hagar.—Holderness Road: Mr. 
T. King, of Hessle Road, Hull, to be manager on the retirement of Mr. A. Hainsworth.— Paragon 
Square : Mr. A. M. Thorpe, of Grey Street, Newcastle-on-Tyne, to be manager on the retirement 
of Mr. H. L. Atkinson. Kingsbridge : Mr. W. F. Lock, of Crediton, to be manager on the retire- 
ment of Mr. J. N. Hamilton. Leeds, City Square: Mr. J. Christopherson, hitherto a branch 


[Continued on Page 178 
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Banking Statistics 


( 





National Savings 


(£ millions) 
1) Small Savings by Quarters 


Savings Savings 
Certi- Defence Savings Certi- Defence Savings 
ficates Bonds Banks Total ficates Bonds Banks Total 
(net) (net) (net) Small (net) (net) (met) Small 
42.7 21.9 59.5 124.1 1945 II 28.6 18.9 71.5 119.0 
65.7 23.6 57-2 126.5 Ii! 3.7 24.6 99.7 138.0 
IV 33.8 90.2 73-9 197.9 
70.7 22 87.3 100.8 
108.1 50.1 85.0 243.2 i I 18.8 66.5 107.9 1 
47.8 19.2 61.3 128.3 I 2.3 121.9 $3.1 1 
SS Ny eee ees 1946 Jan... 10.6 23.1 42.3 76.0 
; : Feb... 5-6 20.<¢ 26.8 52.8 
55-4 20 8 98.0 174 2 or. ra sini 38.8 a 
Ss on? TS! Seo fart... 0.2 26.0 16.5 oe 
é . ~ 2 = 3 42.3 
So ee May . 0.6 58:6 15.3 93.3 
37-4 —— a ee June 1.5 ‘7.3 11.3 $7.1 
45.0 O.1 103.4 169.1 july S 5.6 r.4 £242 
(2) Large Savings by Quarters 
National Interest National Interest 
War Savings free Total War Savings free Total 
Bonds Bonds Loans Large Bonds Bonds Loans Large 
203.8 223.7 3-9 431.4 1945 I . 95-9 2 @OF7.5 
62.8 94.9 I.9 159.6 II 26.1 81.4 .5 108.0 
140.4 105.8 1.8 248.0 It 188.1 207.8 .6 396.5 
153.0 77.6 2.5 233.1 IV 211.8 571.3 -3 733.4 
178.7 178.4 2.4 359-5 a F- P 88 e ? a 
209.7 153.! 2.1 304.9 7 
159.3 83.4 1.4 249.1 1946 Jan... - I.4 <4 1.6 
130.6 66.6 3-2 200.4 Feb... . I I 
Mar... “3 1.4 aff 1.8 
172.1 92.1 2.9 267.1 Apl... -~O.I 
224.0 158.9 3-2 386.1 | May.. 93.8 93.5 
94.3 43.2 -9 166.4 June.. 194.1 194.1 
142.2 68.3 <§ 222.0° | July .. 129.9 129.9 
1944 IV, £37.3 millions; 1945 I, £165.2 millions; 1945 II, £124.4 millions 
Revenue and Expenditure 
Ord. Ord By Ord. Ord. 
Exp Rev Deficit Quarters : Exp. Rev. Deficit 
£m {m. £m. £m. £m. £m. 
830.1 823.3 6.8 1944 I 1562.2 1181.1 381.1 
808 .1* 872.6 25.5* II 1420.3 604.7 815.6 
= ial a -t III 1523.8 734-0 789.8 
1054.5 927-3 127.5 IV 1402.0 Gas. 847.7 
502. 54-3 $7 +7 
1809.7* 1049.2 760.5" I 1609.8 1246 362.9 
uipe ‘ i 1945 1609. § * 362. 
 iicimae ore see -3 II 1306.3 ed 695 -3 
4775-7 2074-1 2701.6 III 1443.7 750.5 693-2 
5623.2 2819.9 2803.3 IV 1386.2 667.8 718.4 
5788.4 3038.5 2749-9 1946 I 1337. 1253-5 83.9 
6057.8 3238.1 2819.7 Il 902.0 629.0 273-9 


Allowing for loan expenditure. 


re 
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Exchequer Issues and Receipts 
WEEKLY AVERAGES 
Total | Total 
Expendi- Ordinary Deficit Expendi- Ordinary Deficit 
ture § Revenue ture§ Revenue 
£m. £m. fm. | £m. £m. £m. 
1938... 19.2 17.0 22. 3 1942... 102.6 50.2 52.3 
1939 oe 28.8 18.8 10.0 | 2045 «|... 4310.7 55-4 55-2 
1940... 63.9 24.0 39.9 1944 .. 114.8 61.0 34.7 
194! a 88.5 36.0 52.5 1945 .. 10.4 62.9 47.6 
Total Period Ending : 1945 April 28 100.2 50.2 0.0 
Small roqg Jam. 29 tr2.3— 113.3 raze | TS WN Oe NS joe Ba 
119.0 Feb. 26 122.5 97-7 . oe June 30 112.8 50.6 62.3 
138.0 Mar. 31 123.5 70.2 53-3 
Apri : : July 28 107.8 61.2 46.5 
197.9 pril 29 109.6 45-6 64.0 . 
Ma : Aug. 25 103.8 49.5 54-3 
May 27 109.6 50.5 59.1 Sept 
v3 Sept. 30 116.9 59.9 56.9 
June 30 = 108.7 43-3 65.4 O : 
July 29 orig 57.6 54.4 ct. 27 107.1 52.9 54.2 
Aug. 26 107.5 53.2 34.4 — 24 104.5 49.0 55-5 
79.0 Sept. 30 123.6 56.7 66.9 | —_—-— oe ee 5°.9 
52.8 Oct. 28 118.6 52-5 66.1 
74-4 Nov. 25 110.2 47-3 62.9 1946 Jan. 26 82.2 99.8 17.6* 
42-3 Dec. 31 116.5 49.8 66.7 Feb. 23 97.6 114.1 16.4* 
73-3 Mar. 31 126.1 82.9 49.2 
7-1 19045 Jan. 27 112.4 IIl.1 £2 April 27 89.0 55.2 33.8 
Baie Feb. 24 123.4 110.9 12.5 | May 25 67.5 49.1 18.4 
Mar. 31 133-7 75-1 58.6 ; June 30 77.3 42.7 34.0 
$ Ordinary expenditure plus other expenditure (excluding sinking funds but including 
Total expenditure of a capital nature). * Surplus 
ta 
Large 
97-5 
108.0 
390.5 
7°%3-+4 
3.5 Tax Certificates 
wa chi Paid Net Paid Net 
1.6 Raised Off Raised Issue* Raised Off Raised Issue* 
I £m. £m. £m. £m. £m. £m. £m. £m. 
1.8 1943 Jan. .+ Qf 24.7 23:9 403.9 1944 Nov... 41.2 19.1 22.4% Ft7.4 
Feb... 45.3 70.3 —25.0 468.9 pec... 68.0 20:4 42.8 750.7 
93.5 Mar... 46.3 72.1 —25.8 443.1 
[94.1 Age... 26.3 12.0 14.3 457-4 1945 Jan... 52.3 78.4 —26.1 733.6 
29.9 May.. 39.9 16.8 23.1 480.5 Feb... 62.6 112.3 —49.7 683.9 
illions June.. 46.6 13.1 33-5 514.0 Mar... 65.5 66.7 — 1.2 682.7 
ee .: 22S 2-4 23:2 S59:2 Age... 2.3 16.4 8.9 691.6 
Aug... 29.7 16.3 13.4 550.6 May .. 33.1 12.9 20.2 711.8 
Sept... §4.0 21.8 32.2 582.8 June.. 51.3 24.7 26.5 738.3 
Oct.... 45:3 30.3 15-0 597.8 july .. 2§:3 28.0 4-3 742.6 
MOV... 27.3 15.0 12.3 610.1 Aug... 25.0 39.2 14.8 757.4 
aficit Dec... 48.1 11.6 36.5 646.6 oo 39-2 41.7 — 4 755°+4 
fm 1944 Jan. .- 48.4 100.1 —5I.7 594.9 Stow ga og 20.5 10.7 Le a 
Et Feb... 51.3 85.9 —34.6 560.3 a. oe 19°0 35.7 800.7+ 
5.6 Mar... 52.3 50.8 1.5 561.8 ro ao J: : 
9.8 Apr... 37.8 18.9 18.9 580.7 1946 Jan... 28.5 58-1 —29-.6 771.0 
7-7 May.. 31.1 19.8 11.3 592.0 Feb... 40.8 113.7 —72.9 698.0 
“6 June.. 47.8 14.9 32.8 624.8 Mar... 51.4 101.7 —50.3 647.9 
4.3 July... 34.4 20.8 13.5 638.3 Apr... 39.7 28.5 11.1 659.0 
a3 Aug... 33-9 23.3 10.6 648.9 May.. 15.4 16.2 —0.8 658.2 
3.4 Sept... 63.8 25.8 38.0 686.9 June.. 12.8 24.9 —12.2 646.0 
; Oct... 29.1 20.9 8.2 695.1 July. 15.2 19.1 — 3.9 642.1 
if * i.e. Outstanding at end of month. _¢ Record to date. 
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Treasury Deposit Receipts 
Including 
prior Outstanding 
$y Quarters Raised Redeemed Encashments (end of period 
£m. £m. £m. £m. 
1943 I a ‘ P 449. 446. : 150. 969. 
II ae <a 745-5 789. 219. 925. 
lil ar “8 ea 604. 415.: 108. 1114. 
IV - als ua 939. 652.5 96. 1401. 


ouwWO 


1389. 
1351. 
1582. 


1794. 


1859. 
2075. 
2122. 
1636. 


J ie a ate 695. 706.5 180. 
980. 1018. : 255. 
875. 644. 115. 
1130. Q17.: 139. 


ocOoOMN UMOUN 


nd Ow 


935. 870.5 137- 
1300. 1083. 97. 
1005. 958.5 162. 
845-5 1331. 199. 


uw OW oOo 


« 


1559.0 
1390. 


mM MWownd 


804.5 882. 14. 
620. 4 


* 


/ 


Monthly : 
1945 July 
August 
September 
October 
November 
December 
1946 January 
February 
March 
April i 
May (to 25th) 
June 
July 
nded 
June | . 
8 a ae —_ 
15 . : g0.0 
22 ; . 100.0 


29 oe we _ 


ws 
os 


. . . aS . . 
CAUUUUOOUWNS 
ONNOOCOUN 


tn tnt 


a 


July 6 ‘ . 150.0 
13 a” a 50.0 

a 28 a ‘ - 
~ 2 ' ‘ 25.0 
Aug 2 oa oC 25.0 
9 ; za 40.0 
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Floating Debt 


Aug. 11, July 20 July 27, Ang. 3, Aug. 10 
1945 1940 1946 1946 1946 
fm. {m fm. fm. fm 
Ways and Means Advances 
Bank of England “ ea 0.7 §.! 15.5 20.3 - 
Public departments .. “WF 563. 326. 3606.0 380.6 378.2 
Treasury Bills : 
Tender .. . ue wa 1690. 1930. 1940.0 1940.0 1940.0 
Tap xs es ais ‘a 2299. 2514. 2434-7 2416.9 2411.0 
Treasury deposit receipts .. oP 2129.! 1454-5 1479-5 1504.5 1544-5 


6682.6 6234. 6235-7 6262.3 





standing 
of period 
£m. 
969.0 
925.5 
(114.5 
‘401.0 


389.5 
351.0 
582.0 


794-5 


859.0 
075-5 
122.0 
636.5 


559.-¢ 
590. 5 


132.5 
185.5 
[22.0 
288.0 
343.0 
930.5 
598.5 
172.0 
59.0 


33.0 
90.5 
44-5 


43-0 


76.5 
91.5 
90.5 
11.5 
55-0 
54-5 
79.5 
94.5 
44.5 


ug. 10 
1946 
fm 


378.2 


940.0 
411.0 


544-5 


273-7 
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THE 
HONGKONG AND SHANGHAI 
BANKING CORPORATION 
CAPITAL ISSUED AND FULLY PAID UP $20,000,000 


RESERVE FUNDS STERLING oe ..  €7,125,000 
RESERVE LIABILITY OF MEMBERS .. $20,000,000 





Head Office - - HONGKONG 
Lonpon OrriceE - 9 GracecuurcH Street, E.C.3. 
Chief Manager - THe Honourasce Mr. A. MORSE, C.B.E. 


Branches & Agencies throughout India and the Far East, &c. 
HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED 
g, Gracechurch Street, E.C.3, a company incorporated in England, and an 
affiliate of The Hongkong and Shanghai Banking Corporation, is prepared 
to act as Executor and Trustee in approved cases. 


Full particulars may be had on application 





MANUFACTURED BY 
B. & J. B. MACHADO TOBACCO Co, Lid., KINGSTON, JAMAICA, B.W.I. 
SOLE DISTRIBUTORS IN THE UNITED KINGDOM 
LAMBERT & BUTLER 
BRANCH OF THE IMPERIAL TOBACCO COMPANY (OF GREAT BRITAIN & IRELAND), LTD. 


Hic Nodal 
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superintendent, to be manager on the retirement of Mr. C, A. Andrew.—Bramley : Mr. I. Ward 
to be manager on the retirement of Mr. G. St. M. B. Turner. Leominster : Mr. J. Hywel Jones to 
be manager on the retirement of Mr. E. W. Phillips. Liverpool, Foreign branch: Mr. G. Dale- 
Smith, hitherto accountant, to be manager on the retirement of Mr. D. G. Heard.—Smithdown 
Lane: Mr. E. E. Owen, of High Street, Manchester, to be manager on the retirement of Mr. 
J. W. Evans. Mablethorpe: Mr. C. L. Bayston to be manager on the retirement of Mr. H. 
Bates. Manchester, Foreign branch: Mr. S. H. Berry to be manager in succession to Mr. M. 
Himmel. Melton Mowbray: Mr. H. E. Clark, of Bishop’s Stortford, to be manager on the 
retirement of Mr. J. J. Green. Mexborough: Mr. A. L. Morte to be manager on the retirement 
of Mr. S. Worrall. Normanton: Mr. J. S. Patterson to be manager on the retirement of Mr. 
F.M. Beaumont. Scarborough, South Cliff: Mr. G. S. Thornton, of Doncaster, to be manager 
on the retirement of Mr. J. W. Brewer. Sheffield, Market Place : Mr. G. H. Barker, of Barnsley, 
to be manager on the retirement of Mr. R. E. Tonks. S/ourbridge, 38, High Strect : Mr. W. E. 
Edwards, of New Street, Birmingham, to be manager on the retirement of Mr. W. L. Pratt 
Tunstall ; Mr. H. M. Strachan, of Newcastle, Staffs., to be manager in succession to Mr. G. Cook. 
Wallasey, New Brighton: Mr. J. H. Musker, of Scotland Road, Liverpool, to be manager on the 
retirement of Mr. J. H. Cussons. Walsall: Mr. T. Dixon, of Hanley, to be manager on the 
retirement of Mr. W. R. Pinson. Weymouth : Mr. R. A. Gale to be manager in succession to Mr 
L. H. Davidson. Whitchurch, Shropshire: Mr. W. H. Hughes, of Ellesmere, to be manager 
on the retirement of Mr. B. Thomas. Worthing, Rowlands Road (West Worthing): Mr. O. 
Buckle, of Milsom Street, Bath, to be manager in succession to Mr. A. H. Matheson. 

Midland Bank Executor & Trustee Company Limited — London, Poultry: Mr. 
McWilliam, deputy manager, to be manager in succession to Mr. P. D. Willcock. 

National Bank of Scotland—Head Office: Mr. D. Alexander, manager, Dundee Cowgate 
branch, to be chief inspector. Dundee, Cowgate: Mr. A. McLeay, manager, Aberdeen West 
End, to be manager in succession to Mr. Alexander. Aberdeen, West End : Mr. J. J. M. Thomson, 
accountant at Aberdeen Harbour, to be manager. Saltcoats : Following the death of Mr. Joseph 
Kirkland, Joint Agent, his son, Mr. James Kirkland, has resumed the managership, jointly with 
Mr. J. B. Hudson. Bellshill: Mr. J. Grant, manager at Motherwell branch, to be manager of 
new premises at 504, Main Street, Bellshill. London : Mr. A. Dowie, assistant manager, Glasgow 
office, to be assistant manager at London office. Glasgow: Mr. J. R. Chalmers, of the inspectors’ 
department, to be assistant manager. 

North of Scotland Bank — Kintove: Mr. J. D. Michie, accountant at West High Street, 
Inverurie, to be manager in succession to Mr. D. W. Henderson, who has retired. 


BOWMAKER LIMITED 


For CREDIT FACILITIES supplementary 
to those of the Joint Stock Banks 


BOURNEMOUTH: LONDON : 
BOWMAKER HOUSE, LANSDOWNE. 61, ST. JAMES’S STREET, S.W.1 


Tel: Bournemouth 7070. Tel: REGent 1481. 
AND BRAN CHES 


VALUATIONS 


For more than 60 years the name of LEOPOLD FARMER & SONS 
has been associated with the valuation of 


INDUSTRIAL PROPERTIES, PLANT AND MACHINERY 


An accurate valuation of property and plant may be utilised for a 
variety of purposes. It cannot, therefore, be over-emphasised that 
the opinion of vaiue should carry the name of a firm of repute 


LEOPOLD FARMER & SONS 


Surveyors, Valuers and Auctioneers 


46, GRESHAM STREET, LONDON, E.C.2 
Tel. MONARCH 3422 
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Life and Fire Established 1837 


GENERAL 


ACCIDENT FIRE AND LIFE 
ASSURANCE CORPORATION LIMITED 


_— ASSETS £29,000,000 
The * Generai’ issues at moderate rates, each case being considered on its own merits : 
ADMINISTRATION BONDS. LUNACY BONDS. BONDS TO REGISTRARS, HIGH BAILIFFS, AND 
GAILIFFS UNDER LAW OF DISTRESS AMENDMENT ACT. RECEIVER BONDS IN CHANCERY ACTIONS. 
'y MDEMNITIES IN RESPECT OF MISSING SHARE CERTIFICATES, FIDELITY GUARANTEES ON CASHIERS AND CLERKS. 





Attractive Life Tables at lowest possible rates. 


Chief Office GENERAL BUILDINGS, PERTH, SCOTLAND. GENERAL BUILDINGS, ALDYVYCH, W.C.2 
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HONGKONG AND SHANGHAI BANKING CORPORATION 
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ONE Grade 2 Milner Safe 
6ft. tall 2ft. 6in. deep 5ft. wide 


BANCO MERCANTIL DE 
SAO PAULO S.A. hatin tia, 


condition as new. 


Cable Address: MERCAPAULO 
Apply FIELD, 
Authorized Capital: The Lodge, Rowan Road, 
Cr $60,000,000.060 LONDON, S.W.16. 
Paid-up Capital: Cr$57,822,300.00 
Reserves: - GCr$20,000,000.00 





_ ADMINISTRATIONS, RECEIVERSHIPS, 
Head Office : TRUSTEESHIPS, &c. 


Sio Paulo (Brazil THE BRITISH LAW 


BRANCHES:-—Rio de Janeiro INSURANCE CO., L 
(Federal District) . Santos (Sdo 31 & 32, KING STREET, CHEAPSIDE, €.C.2. 


Paulo) . Curitiba (Parana), and sen 
ies throughout Sdo ALL CLASSES OF 


36 Agencies 

a ek Tene me FIRE AND ACCIDENT BUSINESS 
TRANSACTED. 

Correspondents in ali States of The Company specialises in Fidelity Guarantee 


Brazil. Telephone : Monarch, 7611 (3 lines) 
Telegrams : ‘‘Britlaw,’’ Cent., London 








